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In compliance with: (1) the Commission's Order issued on September 30, 2011 (the

"Merger Order"),1 and the Commission's Order Rejecting the Applicants' October 17, 2011

Compliance Filing ("Compliance Order"),2 Duke Energy Corporation (“Duke Energy”) and

Progress Energy, Inc. (“Progress Energy”) (collectively, the “Applicants”) submit their revised

proposal for mitigating the market power concerns identified by the Commission in its Merger

Order ("Revised Mitigation Proposal"). As explained below, the Revised Mitigation Proposal

provides for permanent structural mitigation in the form of seven transmission expansion

projects that fully address the concerns raised by the Commission in the Merger Order. The

Applicants also are proposing interim mitigation, consisting of firm sales of capacity and energy,

until the transmission expansion projects can be completed in approximately three years.

The Applicants request that the Commission issue an order approving the Revised

Mitigation Proposal within 60 days after this filing, but in no event later than June 8, 2012, so

that the Applicants can close their Merger prior to the July 8, 2012 termination date of their

1 Duke Energy Corp., 136 FERC ¶ 61,245 (2011).

2 Duke Energy Corp., 137 FERC ¶ 61,210 (2011).
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Merger Agreement.3 This will allow the Applicants to commence providing merger-related

benefits, including fuel, purchased power and related savings from the Applicants' joint dispatch

of their Carolinas generation4 that will go directly to retail and wholesale requirements customers

in North Carolina and South Carolina. In order to achieve this goal, the Applicants further

request that the Commission immediately notice this filing, which has been served on all parties

to this case.

I. SUMMARY OF REVISED MITIGATION PROPOSAL

In the Merger Order, the Commission ordered the Applicants to submit a proposal to

mitigate the screen failures the Commission calculated, including screen failures shown on the

plus 10 percent and minus 10 percent price sensitivities that the Applicants submitted. Merger

Order at P 145. The Commission held that this mitigation could take the form of one or more of

the following: (1) membership in a Regional Transmission Organization ("RTO"), (2)

implementation of an independent coordinator of transmission ("ICT") arrangement, (3)

generation divestiture, (4) virtual divestiture, and/or (5) transmission upgrades. Id. at P 146.

The prior mitigation proposal (the "Prior Proposal") submitted by the Applicants

incorporated the fourth option presented by the Commission – virtual divestiture. The

Commission held in the Compliance Order that, while virtual divestiture remains an appropriate

3 Applicants are in pending proceedings before the state commissions in North Carolina and South Carolina,
seeking approval for the merger or merger-related agreements. Those proceedings have been left open for the
respective commissions to review, if forthcoming, FERC orders approving the Revised Mitigation Plan, as well
as the Joint Dispatch Agreement (“JDA”) and Joint Open Access Transmission Tariff (“Joint OATT”). The
closing of the merger depends on obtaining these remaining regulatory approvals, as well as final approval from
this Commission. The Applicants' decision to close the Merger also will be subject to the Applicants' obtaining
acceptable resolution of various state ratemaking issues.

4 Applicants concurrently are refiling the JDA and the Joint OATT, which the Commission rejected as moot in
Dockets Nos. ER12-115 and ER12-116, without prejudice to the Applicants' right to refile.
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mitigation option, the specific features of the Prior Proposal suffered from several deficiencies

that caused that proposal to be unacceptable to the Commission.

Permanent Mitigation Proposal – Transmission Upgrades

In their Revised Mitigation Proposal, the Applicants now are adopting the fifth option

described by the Commission in the Merger Order – transmission upgrades. These upgrades,

which consist of seven projects with a total estimated cost of approximately $110 million,

constitute permanent structural mitigation that generally is favored over behavioral remedies.

The Applicants' implementation and modeling of their proposed transmission upgrades is

consistent with previous transmission upgrade proposals accepted by the Commission and should

be approved here as well.

Dr. Hieronymus analyzed the effect of these transmission projects on the HHI increases

shown in the Merger Order. His analysis shows that the expansions eliminate all screen failures

except for one very small screen failure in the Summer Off-Peak season in the Progress Energy

Carolinas, Inc. ("PEC") East Balancing Authority Area ("BAA") – an HHI increase of 101 points

in a moderately concentrated market. This is a failure of only two points that would be

eliminated if Duke Energy supplied only 5 MW less generation capacity to the PEC East market.

The Commission reiterated recently, when it decided not to amend its standards for

evaluating horizontal market power, that screen failures alone do not necessarily represent a

competitive harm when merger applicants point to factors demonstrating otherwise. Analysis of

Horizontal Market Power under the Federal Power Act, 138 FERC ¶ 61,109 at P 37 (2012).

Such factors are present here.

First, as described in more detail below, the increase in import capability resulting from

the transmission projects provides access to alternative supplies that is significantly greater than
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the amount of competition lost as a result of the Merger. In other words, the increase in import

capability for the Duke Energy Carolinas, LLC ("DEC") BAA is significantly greater than the

amount of Progress Energy capacity delivered into the DEC BAA prior to the Merger under the

Applicants' Competitive Analysis Screen, and the increase in import capability for the PEC East

BAA is significantly greater than the amount of Duke Energy capacity delivered into the PEC

East BAA prior to the Merger. Increases in import capability that more than replace the amount

of competitive supplies lost due to a merger fully restore the competitive options available to the

wholesale customers in the BAAs and therefore provide adequate mitigation, as the Commission

has found in the past. See Oklahoma Gas & Electric Co., 108 FERC ¶ 61,004 at P 32 (2004)

(“OGE”); Oklahoma Gas & Elec. Co., 124 FERC ¶ 61,239 at P 49 (2008).

Moreover, the single minor screen failure of only one point occurs in an off-peak period

when it is difficult to exercise market power. As such it does not represent a systematic market

power concern. See FirstEnergy Corp., 133 FERC ¶ 61,222 at PP 49-50 (2010); Ohio Edison

Co., 94 FERC ¶ 61,291 at 62,044 (2001). Consequently, the Applicants believe that, under

applicable Commission precedent, the construction of the proposed transmission expansion

projects constitutes adequate mitigation.

In the event, however, that the Commission nevertheless finds that it is not enough to

completely replace, several times over, the competitive options lost as a consequence of the

Merger, and that it is not enough to eliminate all but a single minor off-peak screen failure, the

Applicants would agree to augment the Revised Mitigation Proposal with a mitigation proposal

to mitigate the remaining small screen failure (the "stub mitigation proposal") – namely a set-

aside of a portion of the expanded transmission capacity from the DEC BAA to the PEC East

BAA. Under this proposal, only unaffiliated third parties would be permitted to reserve the set-



5

aside amount on a firm basis. This set-aside would ensure that the Applicants would not have

access to the set-aside amount of transmission capacity into the PEC East BAA from the Duke

BAA on a firm basis and thereby would fully mitigate the one small screen failure remaining

after the transmission projects are completed.

Interim Mitigation Proposal – Firm Energy and Capacity Sales

As Mr. Waters and Mr. Ernst testify, the transmission projects proposed by the

Applicants will take from two to three years to construct and place in service. In the meantime,

the Applicants will make firm sales of capacity and energy as interim mitigation. These sales are

structured so as to address the various concerns raised by the Commission in the Compliance

Order with respect to the Prior Proposal, which also involved power sales as mitigation. Most

notably, the Applicants have entered into must-deliver, must-take agreements with Cargill Power

Markets, LLC ("Cargill"), EDF Trading North America, LLC ("EDF"), and Morgan Stanley

Capital Group, Inc. ("Morgan Stanley").5 In so doing, the Applicants have directly addressed the

Commission's concerns raised in the Compliance Order that the proposed energy sales might not

be attractive to purchasers or that the Applicants would retain control over the capacity to the

extent that it is not taken by purchasers. The interim mitigation sales proposed by the Applicants

are consistent with other power sales arrangements approved by the Commission as interim

mitigation, and should be approved here as well.

Independent Monitor

In the Compliance Order, the Commission criticized the Applicants for failing to have

finalized arrangements for the independent monitoring of the Prior Proposal. Compliance Order

at PP 87-90. Consequently, the Applicants have entered into an agreement with Potomac

5 See the power sales agreements attached as Exhibit C.
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Economics, the current Independent Monitor of transmission for Duke Energy, to monitor

compliance with: (1) the commitment to have interim mitigation power sales agreements in

place until the transmission projects are completed; and (2) the transmission set-aside in the

Revised Mitigation Proposal (to the extent that the Commission requires the set-aside). The

specifics of the monitoring to be performed are described below in Section IV.

Supporting Materials

In support of their Revised Mitigation Proposal, the Applicants are providing extensive

materials that demonstrate the effectiveness of the proposal. These materials include: (1)

Testimony by Henry Edwin Ernst, Jr. and Samuel S. Waters, who are employed in the

transmission planning departments of DEC and PEC, respectively. Mr. Ernst and Mr. Waters

describe the proposed transmission projects and their effect on the Simultaneous Import Limit

(“SIL”) for the DEC and PEC East BAAs (Exhibit A); (2) Testimony of Dr. William H.

Hieronymus, who calculates the effect of the permanent, interim, and stub mitigation on the

Delivered Price Test ("DPT") and demonstrates that the Revised Mitigation Proposal eliminates

all screen failures identified in the Merger Order (Exhibit B); (3) copies of the executed Power

Sales Agreements ("PSAs") pursuant to which the Applicants will sell capacity and energy to

Cargill, EDF and Morgan Stanley under their Interim Mitigation Proposal (Exhibit C); and (4) a

copy of the executed agreement with Potomac Economics to provide independent monitoring of

the Revised Mitigation Proposal (Exhibit D). These materials demonstrate that the Revised

Mitigation Proposal represents a comprehensive mitigation package that fully resolves all of the

market power concerns identified in the Merger Order on both a permanent and an interim basis

and also addresses all implementation concerns raised by the Commission in the Compliance

Order.
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II. THE APPLICANTS' PERMANENT MITIGATION PROPOSAL MITIGATES
THE MARKET POWER CONCERNS IDENTIFIED BY THE COMMISSION IN
THE MERGER ORDER

A. The Applicants' Proposed Transmission Expansion Projects Provide
Permanent Structural Mitigation

Summary of Proposed Projects

As noted above, the Applicants' permanent mitigation proposal consists of the

construction of seven transmission expansion projects in order to increase transmission import

capability into the DEC and PEC East BAAs. Transmission expansion was described in the

Merger Order as an acceptable form of market power mitigation, Merger Order at P 146. The

Commission also has accepted transmission expansion to mitigate merger-related market power

in a number of other cases. See Ameren Servs. Co., 101 FERC ¶ 61,202 at P 38 (2002); OGE,

108 FERC ¶ 61,004 at P 32; Ameren Corp., 108 FERC ¶ 61,094 at P 50 (2004); Westar Energy,

Inc., 115 FERC ¶ 61,228 at P 81 (2006); Oklahoma Gas & Elec. Co., 124 FERC ¶ 61,239 at PP

49-52 (2008). The projects proposed by the Applicants provide permanent structural mitigation

of the market power concerns identified by the Commission in the Merger Order.

Included in Exhibit A to this filing are the Testimony of Mr. Ernst and the Testimony of

Mr. Waters. Each has extensive experience and expertise in transmission matters and each is

knowledgeable not only about the transmission systems of DEC and PEC, but also of the

regional transmission systems that affect transmission imports into the DEC and PEC East

BAAs. The testimony describes each of the seven proposed transmission projects. Mr. Ernst

and Mr. Waters testify that, collectively, these projects will increase the SIL into DEC by 2440

MW in the summer and 1930 MW in the winter and into PEC East by 2225 MW in the summer

and 1225 MW in the winter. Additionally, these projects will result in increased Available
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Transfer Capacity ("ATC") on paths into DEC and PEC East. Based on preliminary estimates,

the total cost of the seven projects is projected to be approximately $110 million.

The proposed transmission expansion projects, which are described in detail by Mr. Ernst

and Mr. Waters, are summarized on the following table:

Project BAA Estimated
Cost6

Time to
Construct

Antioch 500/230 kV - Replace two existing
transformers with larger capacity
transformers.

DEC $50 million 3 years

Lilesville-Rockingham 230 kV – Construct
new third line.

PEC-East $15.7 million 2 years

Roxboro-E Danville 230 tie –add a series
reactor to one Roxboro-E Danville 230 kV
line and revise operating procedures.7

PEC-East $6.6 million 2 years

Reconductor Kinston Dupont – Wommack
230 kV Line 6-1590 MCM.

PEC-East $18 million 2 years

Person - (DVP) Halifax 230 kV Line,
reconductor DVP portion (20.04 Miles) of
line.

PEC-East $16 million 2.5 years

6 These preliminary cost estimates are subject to change. The Applicants' commitment to build the projects is not
affected by any changes in the cost estimates.

7 This project requires the cooperation of American Electric Power and the Person-Halifax and Wake-Carson
projects require the cooperation of Dominion Virginia Power. The Applicants have discussed these projects
with those two companies, and both have entered into memoranda of understanding under which these
companies have agreed to negotiate binding agreements to undertake the projects. The Applicants expect to
negotiate and complete binding agreements with those companies during the pendency of the Commission’s
review period to ensure the completion of these projects.
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Wake – Carson 500 kV Line, replace
existing wave traps with 4000 amp wave
traps at both terminals and rework
protective relaying.

PEC-East $1.5 million < 2 years

Durham - E. Durham 230 kV line, Uprate
CT Ratio to 3000 amps.

PEC-East $0.5 million < 2 years

In addition to these seven projects, the Applicants also are accelerating the in-service date of

PEC's already-planned Greenville – Kinston Dupont 230 kV Line from 2017 to 2015.8

As Mr. Waters and Mr. Ernst testify, the transmission projects proposed by the

Applicants are expected to take from two to three years to construct and place in service. In the

event that the transmission projects are not all placed in service by June 1, 2015, the Applicants

commit to continuing interim mitigation sales as described in more detail below until such time

as the projects have been placed in service.

It is Not Foreseeable and Reasonably Certain that the Proposed Transmission Projects
Would Be Constructed Absent the Merger

In some of its prior cases involving transmission expansion as mitigation of merger-

related market power, the Commission has required that merger applicants demonstrate "whether

or not the proposed upgrade was foreseeable and reasonably certain." Oklahoma Gas & Electric

Co., 105 FERC ¶ 61,297 at P 32 (2003). See also Ameren Corp., 108 FERC ¶ 61,094 at P 50.

The Commission held in these cases that, if the upgrade is foreseeable and reasonably certain to

be constructed without the merger, then it may not be counted as merger-related market power

mitigation. Id.

8 The Greenville – Kinston Dupont 230 kV Line does not by itself provide any increase in the DEC or PEC East
SILs. It was planned by PEC for reliability purposes, not to increase the PEC East import capability. However,
it is necessary for the line to be in service by 2015 in order for the last four projects in the above list to increase
the SIL of the PEC East BAA in the manner described by Mr. Waters.
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Mr. Ernst and Mr. Waters address this issue in their testimony. As they explain, none of

the seven projects is currently included in either of the Applicants' Transmission Plans.

Although some of these projects have been studied in the past as part of the regional planning

process, there currently is no plan to construct any of them absent the Merger. It clearly is not

foreseeable and reasonably certain that, absent the Merger, these projects would be constructed

in the next two to three years, as the Applicants now propose.

The Transmission Projects Deconcentrate the Market and Eliminate All But a Single
Minor Off-Peak Screen Failure

In his testimony, attached as Exhibit B, Dr. Hieronymus presents his analysis of the

effects of the transmission expansion projects. The results of Dr. Hieronymus' analysis are

summarized on the following two tables. Table 1 shows the post-transmission expansion results

for the DEC BAA for the base case and two sensitivities identified by the Commission in the

Merger Order:

Table 1: DEC Post-Mitigation Screen Results (Available Economic Capacity)9

Market

Share HHI

HHI

Chg.

Market

Share HHI

HHI

Chg.

Market

Share HHI

HHI

Chg.

S_SP1 1126 17.2% 630 (496) 1131 17.7% 632 (499) 786 1.8% 491 (295)

S_SP2 2277 34.3% 1355 (921) 2332 36.6% 1520 (812) 1488 20.8% 725 (763)

S_P 1815 25.8% 861 (954) 2722 37.4% 1542 (1,180) 1820 25.9% 881 (939)

S_OP 3434 47.8% 2391 (1,043) 3475 48.4% 2442 (1,032) 2027 33.1% 1288 (739)

W_SP 405 1.7% 393 (12) 554 11.4% 425 (129) 400 0.0% 415 15

W_P 1091 22.8% 754 (338) 1090 23.1% 745 (345) 516 11.3% 441 (75)

W_OP 1963 35.6% 1418 (545) 2014 36.9% 1515 (500) 1530 29.7% 1087 (443)

SH_SP 1472 36.4% 1475 3 1779 38.5% 1780 1 393 0.0% 404 10

SH_P 460 0.6% 496 37 464 2.9% 450 (14) 432 0.9% 351 (81)

SH_OP 371 0.9% 403 33 642 20.7% 783 141 405 0.1% 388 (17)

Base Prices Price increase 10% Price decrease 10%

Pre-

Merger

HHI

Post-Mitigation
Pre-

Merger

HHI

Post-Mitigation
Pre-

Merger

HHI

Post-Mitigation

9 Taken from Exhibit WHH-5 of Dr. Hieronymus' Testimony.
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As this table shows, the transmission expansion projects completely mitigate the screen

failures in the DEC BAA identified by the Commission in the Merger Order. Indeed, in most

periods, including all periods where there previously were screen failures, the expansion results

in a significant de-concentration of the market as compared to the pre-merger concentration.

This is true under the Base Case as well as the plus 10% and minus 10% price sensitivities

required by the Commission.

Table 2 shows the post-expansion results for the PEC East BAA:

Table 2: PEC East Post-Mitigation Screen Results (Available Economic Capacity)10

Market

Share HHI

HHI

Chg.

Market

Share HHI

HHI

Chg.

Market

Share HHI

HHI

Chg.

S_SP1 524 4.2% 446 (79) 465 5.6% 415 (49) 567 1.7% 490 (77)

S_SP2 590 18.2% 585 (4) 699 22.8% 739 40 485 4.4% 423 (62)

S_P 368 8.5% 392 24 729 27.8% 972 242 339 8.0% 372 33

S_OP 1301 35.0% 1402 101 1379 35.1% 1402 22 1198 24.7% 856 (342)

W_SP 466 2.1% 389 (77) 394 1.8% 414 21 524 0.0% 475 (49)

W_P 336 14.2% 445 110 353 13.9% 451 99 474 4.2% 448 (26)

W_OP 568 26.3% 891 324 598 26.2% 899 302 495 19.5% 635 139

SH_SP 413 7.2% 436 23 443 9.3% 424 (19) 375 0.0% 416 41

SH_P 447 0.8% 514 67 460 10.1% 459 (1) 423 1.0% 417 (6)

SH_OP 381 4.2% 419 39 822 26.2% 911 88 375 0.5% 362 (14)

Base Prices Price increase 10% Price decrease 10%

Pre-

Merger

HHI

Post-Mitigation
Pre-

Merger

HHI

Post-Mitigation
Pre-

Merger

HHI

Post-Mitigation

This table shows that, with the proposed mitigation, the screen failures identified by the

Commission in the PEC East BAA are eliminated in all three market price scenarios, except for

the Summer Off-Peak in the Base Case. In this one period, there is an HHI increase of 101 and a

moderately concentrated HHI level, which represents a screen failure of only two points. This

very small screen failure does not represent a competitive concern, as described in Section II.B

below.

10 Taken from Exhibit WHH-6 of Dr. Hieronymus' Testimony.
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B. The Single Two Point Screen Failure Remaining After the Transmission
Expansion Projects Does Not Reflect a Competitive Concern

The SIL Increase Resulting From the Transmission Projects is Greater than the
Amount of Competitive Supplies Lost as a Result of the Merger

The Commission previously has held that SIL increases greater than the amount of

competitive supplies lost due to the merger fully restore the competitive options available to the

wholesale customers in the BAAs and therefore provide adequate mitigation. The reasons for

this are explained in detail in the OGE case described above:

[T]he offsetting of the 400 MW supply by access to an equivalent amount of
alternative supply (i.e., the 600 MW Bridge) will address the concerns raised by
the horizontal screen failures. In other words, by providing even more competing
supply than is eliminated by the Transaction, the OG&E Offer of Settlement
addresses the harm to competition resulting from increases in horizontal market
power due to the Transaction. As a result of the 600 MW Bridge, any attempt by
OG&E to exercise horizontal market power (i.e., increase price by reducing
supply) would be no more successful than it would have been absent the
Transaction, because the reduction in supply is offset by an alternate supply that
customers can reach to avoid the attempted price increase.

OGE, 108 FERC ¶ 61,004 at P 32 (emphasis added). The Commission reconfirmed this

reasoning in a subsequent case involving another acquisition by OGE. See Oklahoma Gas &

Elec. Co., 124 FERC ¶ 61,239 at P 49 ("proposed measures adequately mitigate the potential

harm to competition resulting from the Transaction by increasing the amount of import

capability such that the increased amount of competing supply offsets the elimination of a

competitor.").

The transmission expansions proposed by the Applicants meet this standard. Under the

analyses of the DEC and PEC East BAAs relied on by the Commission in its Merger Order to

find screen violations, the largest amount of Progress Energy capacity delivered to the DEC

BAA before the Merger was 318 MW (summer). See Exhibit B to Applicants' August 29, 2011
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Answer.11 By comparison, as Exhibit WHH-7 to Dr. Hieronymus' testimony shows, the increase

in "rival capacity" (i.e. the amount of increased capacity not allocated to Duke Energy) in the

DEC BAA is between 1,900 MW and 2,400 MW in the summer. This means that the summer

increases in access to competing supply are from approximately six to eight times greater than

the amount of Progress Energy AEC available to wholesale customers in the DEC BAA prior to

the Merger.12 The Revised Mitigation Proposal thus provides significantly "more competing

supply than is eliminated by the Transaction" in the DEC BAA, and as a consequence that

proposal "addresses the harm to competition resulting from increases in horizontal market power

due to the Transaction." OGE, 108 FERC ¶ 61,004 at P 32.

Similarly, the analysis relied on by the Commission in the Merger Order showed at most

543 MW of Duke Energy AEC delivered into the PEC East BAA in the summer. See Exhibit B

to Applicants' August 29, 2011 Answer. Dr. Hieronymus' Exhibit WHH-7 shows that the

transmission expansion increases access to rival capacity in the summer ranging from 1,300 MW

and 2,100 MW. This results in increases in access to competing supply in the PEC East BAA

that are approximately two to four times greater than the amount of Duke Energy supplies

potentially lost as a competitive alternative as a result of the Merger. Consequently this

expansion adequately addresses any competitive harm resulting from the Merger.

11 This Exhibit B was cited by the Commission in the Merger Order as the source of its calculations showing
screen failures. See Merger Order at P 134, Table 1.

12 The equivalent numbers for winter are 262 MW for the largest amount of Progress Energy capacity delivered to
the DEC BAA before the Merger, relative to a an increase in access to rival capacity in the winter of between
1,700 MW and 2,000 MW in the winter.
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The Single Remaining Two Point Off-Peak Screen Failure in PEC East Does Not
Represent a Systematic Market Power Concern

In addition to the fact that the transmission expansion projects result in SIL increases

several times larger than the competing supplies lost as a result of the Merger, the single

remaining two point off-peak screen failure in PEC East does not represent a systematic market

power concern. As the Commission has long recognized, screen failures do not always

represent a valid competitive concern. Indeed, as recently as February 16, 2012, the Commission

emphasized this fact when it held that it would not revise its current standards for evaluating

horizontal market power in merger proceedings:

Not only has the Commission stated that it will look beyond the HHI screens, the
Commission has done so in practice. For example, in FirstEnergy Corp., the
Commission found that a proposed merger would not have an adverse effect on
horizontal competition despite three screen failures because these failures
occurred in off-peak periods during which the applicants had a relatively low
market share. In addition, in response to commenters that argued that the
applicants’ proposal would provide the applicants with the ability and incentive to
raise prices, the Commission considered the fact that any withholding strategy
could be detected by the relevant market monitor and that the Commission had
previously found that companies would not be able to profitably withhold output
where the generating units at issue are baseload units. In National Grid, the
Commission found that a proposed transaction would not have an adverse impact
on competition, despite the presence of screen failures, because the applicants
lacked the ability to withhold output due to provider of last resort obligations and
to the applicants’ obligations under long-term power sale agreements in the
relevant geographic markets.

Analysis of Horizontal Market Power under the Federal Power Act, 138 FERC ¶ 61,109 at P 37

(footnotes omitted). See also Exelon Corp., 138 FERC ¶ 61,167 at P 106 (2012) (Baseload units

"are poorly suited to take advantage of a withholding strategy because they are difficult to ramp

up or down.").

Such is the case with respect to the single, very small, calculated screen failure Dr.

Hieronymus shows remaining in the PEC East BAA after the significant SIL increases achieved

by the Applicants' proposed transmission projects. As the Commission reaffirmed in its
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Supplemental Merger Policy Statement, when there are HHI screen failures, "the Commission's

analysis focuses on the merger's effect on the merged firm's ability and incentive to withhold

output in order to drive up the market price." FPA Section 203 Supplemental Policy Statement,

FERC Stats. & Regs. ¶ 31,253 at P 60 (2007) (emphasis in original).

Here, where the transmission expansion projects increase import capability by more than

four times the amount of competitive supplies lost as a result of the Merger, the transmission

projects will have eliminated any concern that the Merger will increase the Applicants' ability "to

withhold output in order to drive up the market price." Id. The single screen failure calculated

by Dr. Hieronymus that remains after the transmission expansion projects are completed

therefore does not raise a competitive concern.

Furthermore, as Dr. Hieronymus' testimony explains, the single two point screen failure

remaining in the PEC East BAA after the transmission projects go into service is very small and

would be eliminated if Duke Energy supplied only 5 fewer MW of generation capacity to the

PEC East market. Even more significant, the screen failure occurs in the Summer Off-Peak

period and only in the Base Case. The Commission has held in the past that no competitive

concerns were raised even when there were three screen failures occurring in off-peak periods

(as opposed to the single off-peak screen failure here), because of the difficulty of withholding

the baseload generation that operates in off-peak conditions. See FirstEnergy Corp., 133 FERC

¶ 61,222 at PP 49-50; Ohio Edison Co., 94 FERC ¶ 61,291 at 62,044. Indeed, in its recent order

declining to change its standards for evaluating horizontal market power issues in its merger

proceedings, the Commission cited favorably to the FirstEnergy decision as representing an

appropriate analysis of whether screen failures represent actual competitive concerns. Analysis

of Horizontal Market Power under the Federal Power Act, 138 FERC ¶ 61,109 at P 37.



16

Similarly, the single off-peak screen failure that remains here after the proposed transmission

projects are placed in service does not represent a competitive concern.

C. If Required by the Commission, the Applicants Will Implement Stub
Mitigation for the PEC East BAA in the Form of a Transmission Set-Aside

Notwithstanding the evidence that the remaining screen failure does not represent a valid

competitive concern, the Applicants' Revised Mitigation Proposal includes a stub mitigation

proposal that would go into effect only in the event that the Commission determines that any

such mitigation should be required. If the Commission deems it necessary, the Applicants

propose to establish a transmission set-aside of 25 MW of firm transmission capacity from the

DEC BAA to the PEC East BAA in the Summer Off-Peak period. Neither the Applicants nor

any of their affiliates would be able to reserve this 25 MW set-aside on a firm basis.

Under Section 33.3(c)(4)(i)(C) of the Commission's Merger Regulations, the allocation of

transmission capacity on interfaces between BAAs must recognize existing firm transmission

rights that limit the availability of the interface for use to deliver capacity into the BAA. The

Competitive Analysis Screen then must allocate capacity subject to existing rights to the owners

of the firm transmission rights and the remaining unreserved capacity is allocated among all

potential suppliers on an appropriate basis – the Merger Regulations do not specify the allocation

method required for unreserved import capacity, but in the Merger Order the Commission

accepted the Applicants' pro rata allocation approach.

The intent of the transmission set-aside alternative is to create the equivalent of a firm

transmission right that will be reflected as being unavailable to the Applicants in the allocation of

capacity from the DEC BAA to the PEC East BAA in performing the competition analysis. The

Applicants' transmission set-aside proposal will ensure that the Applicants would be unable to

enter into firm reservations for the capacity subject to the set-aside. Consequently, for purposes
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of conducting the Competitive Analysis Screen, it would not be appropriate to allocate any of the

set-aside import capacity to the Applicants, but instead that capacity would be allocated pro rata

among all potential suppliers that are unaffiliated with the Applicants.

Specifically, the Applicants propose that, after the transmission expansion projects are

completed, they will set aside 25 MW of import capacity on the DEC to PEC East interface by

complying with the following restrictions at all times during the Summer Off-Peak period:

1. If new third party firm transmission reservations13 are greater than or equal to the 25 MW

set-aside amount, then the Applicants may reserve on a firm basis up to the then posted

available firm transmission capacity.

2. If new third party firm transmission reservations are less than the 25 MW set-aside

amount, then the Applicants shall not reserve on a firm basis any more

than the amount of transmission capacity then posted as available on that path for that

time which exceeds: (a) 25 MW; less (b) the sum of all new firm third party transmission

reservations.

The Applicants will not claim any kind of native load or other priority over the 25 MW of

set-aside capacity. To the extent that the 25 MW of capacity is not reserved by third parties on a

firm basis, the Applicants, and all other market participants, will be able to use the capacity in

the Summer Off-Peak on a non-firm basis under the same first-come, first-served rules.

However, a third party can always reserve import capacity on the set-aside portion of the

interface on a firm basis and displace any non-firm use of the set-aside portion of the interface by

the Applicants. This transmission set-aside would remain in effect unless and until the

Commission rules in the future that it no longer is required.

The Applicants believe that this commitment is appropriate for treating the interface

capacity as unavailable to the Applicants for purposes of the Competitive Analysis Screen.

13 References to new third party firm transmission reservations in this paragraph do not include the amount of
existing firm reservations that have been made by third parties and that already have been allocated to third
parties under the Competitive Analysis Screen performed by Dr. Hieronymus.
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Because the Applicants would not be able to make a firm reservation for the capacity that would

be set aside, third parties will be entitled to use the entire 25 MW of transmission capacity to

deliver their own supplies, whether from owned generation capacity or purchases, into the PEC

East BAA. Consequently, it is appropriate, for purposes of the Competitive Analysis Screen, to

allocate that 25 MW of import capacity pro rata among third parties, and not to the Applicants.

All remaining unreserved capacity would continue to be allocated on a pro rata basis to all

parties, including the Applicants.

The Commission's Merger Regulations do not directly address this set-aside proposal.

However, Section 33.3(c)(4)(i)(D)(2) of the Merger Regulations, which applies to the allocation

of capacity to internal interfaces – as opposed to the allocation of capacity between BAAs, as is

the case here – does specifically allow merger applicants that have "committed a portion of the

interface capacity to third parties" to avoid the Commission's otherwise applicable rule that all of

the capacity of the internal interface be allocated to the applicants. The Applicants' commitment

here to commit a portion of the interface capacity to third parties similarly should allow the

Applicants to avoid the otherwise applicable rule that the unreserved capacity be allocated pro

rata.14

The Applicants have engaged Potomac Economics as an Independent Monitor to monitor

compliance with this requirement and to file periodic reports at the Commission detailing the

extent of the Applicants' compliance. The Independent Monitoring provisions of the Revised

Mitigation Proposal are described in more detail in Section IV below.

14 The Applicants also observe that the Commission has accepted redispatch commitments to be used to affect the
way that allocations of transmission capacity are modeled in merger-related competition analyses. See OGE,
108 FERC ¶ 61,004 at P 34; Ameren Services Co., 101 FERC ¶ 61,202 at P 32.
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Dr. Hieronymus also has conducted an analysis of the effects of the transmission set-

aside and described these effects in his testimony. This analysis shows that, after consideration

of the transmission set-aside, the Summer Off-Peak screen violation in the PEC East BAA is

eliminated.

III. THE APPLICANTS' INTERIM MITIGATION PROPOSAL FULLY MITIGATES
THE SCREEN FAILURES IDENTIFIED BY THE COMMISSION IN THE
MERGER ORDER UNTIL THE TRANSMISSION PROJECTS ARE PLACED IN
SERVICE

The Applicants recognize that interim mitigation will be required until such time as the

transmission expansion projects described above are placed in service. The Applicants propose

to implement this interim mitigation through firm sales of capacity and energy, described in

detail below. Although in the Compliance Order the Commission rejected as inadequate the

Applicants' proposed energy sales in the Prior Proposal, the Commission emphasized that it

would accept power sales as mitigation if the sales satisfy the criteria spelled out in the

Compliance Order. Compliance Order at P 91 and note 165.15 Indeed, the Commission accepted

such a proposal in its recent order approving the merger between Exelon Corporation and

Constellation Energy. See Exelon Corp., 138 FERC ¶ 61,167 at P 101.

The firm energy and capacity sales that the Applicants are proposing here are materially

different from those in the Applicants' Prior Proposal, and are consistent with the requirements

spelled out in the Compliance Order. The Applicants have entered into firm power sales

agreements ("PSAs") with Cargill, EDF, and Morgan Stanley, which are being filed for the

Commission's approval under FPA Section 205 simultaneously with this filing. Copies of these

15 Moreover, FERC stated in the Merger Order that virtual divestiture is an acceptable form of mitigation. Merger
Order at PP 1, 146.
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PSAs are included in Exhibit C. The material provisions of the PSAs, which use the industry-

standard EEI form, as modified by the PSAs, are as follows:

 Energy will be sold on a firm basis in all hours of those seasons when mitigation is
required (summer and winter for DEC, summer for PEC). The amounts sold in on-peak
and off-peak periods will be sufficient to fully mitigate the screen failures calculated by
the Commission in the Merger Order, as demonstrated in Dr. Hieronymus' testimony
described below. These amounts are as follows:

o In the DEC BAA:

 Summer Peak – 150 MW.
 Summer Off-Peak – 300 MW.
 Winter Peak – 25 MW
 Winter Off-Peak – 225 MW

o In the PEC East BAA

 Summer Peak – 325 MW

 Summer Off-Peak – 500 MW

 The sales will be divided among the purchasers as follows:

o Cargill – all of the energy and capacity sold in the DEC BAA, and 100 MW in the
Summer Peak and 100 MW in the Summer Off-Peak Periods for the PEC East
BAA

o EDF - 100 MW in the Summer Peak and 100 MW in the Summer Off-Peak
Periods for the PEC East BAA

o Morgan Stanley – 125 MW in the Summer Peak and 300 MW in the Summer Off-
Peak Periods for the PEC East BAA

 The energy will be sold on a "must take" basis, i.e. the purchaser must take the full
contract amount in all hours, subject to interruption only on force majeure grounds,
which are specified in the PSAs.

 The energy will be sold at a specified price, based on a fixed heat rate and the natural gas
price reported in Platts Gas Daily for Transco Zone 5. The heat rates will be
differentiated by on-peak and off-peak periods. The heat rates are based on the heat rates
of units that will address the screen failures, as Dr. Hieronymus explains in more detail in
his testimony. These heat rates are as follows:

o Summer Peak – 10.0 MMBtu/MWh.
o Summer Off-Peak – 7.0 MMBtu/MWh.
o Winter Peak – 8.95 MMBtu/MWh.
o Winter Off-Peak – 7.0 MMBtu/MWh.

 The capacity prices were negotiated between the Applicants and the purchasers, at prices
that are well below DEC's and PEC's cost-based capacity prices.

 There are no restrictions on the use of energy by the purchasers after it is purchased.
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 Any interruption of deliveries of energy by DEC or PEC will result in the payment of
liquidated damages unless that interruption is excused on force majeure grounds.

 Sales under the PSAs will commence at the beginning of the first day after the Merger is
closed.16 The term of each of PEC's PSAs will extend through August 31, 2014. The
term of DEC's PSA will extend through February 28, 2015. These dates ensure that the
interim mitigation will be in place until the transmission expansion projects are expected
to be completed.

These terms address the concerns identified by Commission in the Compliance Order.

The Commission's conclusion was that the Prior Proposal was deficient because "the terms of the

proposed sales would make the AEC Energy difficult to market and would not provide an

attractive product for the already limited pool of potential buyers." Compliance Order at P 80.

The attractiveness of the product offered was important under the Prior Proposal because under

the Prior Proposal the Applicants would have retained control over the AEC Energy if it was not

sold. The Commission found that the Prior Proposal therefore did not adequately transfer control

over the capacity necessary to mitigate the screen failures identified in the Merger Order.

The Revised Mitigation Proposal addresses this concern head on in two important

respects. First, by identifying the purchasers and entering into contracts with them prior to filing

the Revised Mitigation Proposal, the Applicants have directly addressed the concern that the

Applicants will have difficulty finding a purchaser. Second, the must take feature of the PSAs

ensures that the energy will be purchased subject only to the occurrence of force majeure events

and will be beyond the Applicants' control.

16 Under the terms of the PSAs, service must commence by August 1, 2012, or the PSAs will terminate. This
termination date was required by the purchasers as a condition of entering into the PSAs, in order to give them
protection against being required to take service for an indefinite period of time. Termination on this ground
may not occur until after the July 8, 2012 termination date of the Applicants' Merger Agreement, and thus the
Applicants expect that the PSAs will not terminate unless the Merger also has been terminated. In the event that
the Merger cannot be closed prior to July 8, 2012 and Applicants decide to extend the termination date under
the Merger Agreement and close the Merger after August 1, 2012, the Applicants commit that they will not
close the Merger before putting in place PSAs with materially the same terms and conditions.
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The Applicants' identification of the purchasers in this Revised Mitigation Proposal also

addresses the Commission's criticism of the Applicants' modeling of the Prior Proposal, in which

the Applicants had assumed that two new entrants would purchase the energy. Compliance

Order at PP 68-74. By identifying the actual purchasers prior to filing the Revised Mitigation

Proposal, the Applicants have been able to perform their modeling based on the specifics of the

actual purchasers, and thus have shown definitively that the amount of sales resolves all screen

failures.

The sales in the Revised Mitigation Proposal also are designed to address other specific

shortcomings associated with the energy sales Prior Proposal that the Commission identified in

the Compliance Order:

(1) The Compliance Order criticized the restrictions on eligible purchasers in the Prior
Proposal that required the sales be used to serve load in the DEC and PEC East
BAAs. Compliance Order at P 76. The Revised Mitigation Proposal contains no
such restrictions.

(2) The Compliance Order asserted that there was a lack of certainty as to the availability
of energy under the Prior Proposal. Compliance Order at P 80. Under the Revised
Mitigation Proposal the energy will be made available in all hours in which it is
required to be sold.

(3) The Compliance Order found that there was not sufficient detail provided regarding
the price of the energy to be sold under the Prior Proposal. Compliance Order at P
83. Under the Revised Mitigation Proposal, the price of capacity has been fixed in
the contract and the price of energy is easily calculable based on the specified heat
rate and the published natural gas price index.

(4) The Compliance Order found that the provisions in the Prior Proposal allowing the
Applicants to interrupt deliveries for reliability reasons lacked sufficient detail as to
when interruptions would be allowed. Compliance Order at P 84. Under the Revised
Mitigation Proposal, any interruption of deliveries of energy by DEC or PEC will
result in the payment of liquidated damages unless that interruption is excused on
specified force majeure grounds.
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(5) The Compliance Order found that the Applicants did not justify the eight-year term of
the sales under the Prior Proposal. Compliance Order at P 86. Under the Revised
Mitigation Proposal, the interim sales will be made until the transmission expansions
that provide permanent mitigation are placed in service.

(6) The Compliance Order found that the Applicants did not provide enough detail about
the independent monitor that would have overseen the administration of the energy
sales under the Prior Proposal. Compliance Order at PP 87-90. Under the Revised
Mitigation Proposal, the Applicants have executed a contract with Potomac
Economics to be the Independent Monitor, as described in more detail in Section IV
below.

(7) The Compliance Order criticized the Prior Proposal for failing to provide for the sale
of AEC Energy regardless of the price offered by purchasers. Compliance Order at P
81 n.147. By identifying a purchaser prior to filing the Revised Mitigation Proposal,
this criticism has been mooted.

Consequently, the proposed firm sales of capacity and energy as interim mitigation address the

deficiencies identified by the Commission in the Compliance Order and should be acceptable to

the Commission.

Dr. Hieronymus has analyzed the proposed interim sales and their effect on the screen

failures calculated by the Commission in the Merger Order. As he explains in his testimony, the

sales fully mitigate all such screen failures.

Finally, the Applicants have structured the duration of the PSAs so that it should not be

necessary to extend the PSAs or enter into new PSAs. The Applicants have estimated that all of

the transmission projects described above can be completed within three years which is

approximately June 1, 2015, the commencement of the Summer Period when mitigation is

required under the Merger Order. The PSAs applicable to the PEC East BAA all extend through

the end of the Summer Period for 2014, which is the last Period in which mitigation is required

in PEC-East before the permanent mitigation is projected to take effect, while the DEC PSA

extends through the end of the Winter Period for 2014-2015, which is the last Period in which

mitigation is required in DEC before permanent mitigation is projected to take effect.



24

As long as all of the transmission projects are completed by June 1, 2015, as estimated, it

therefore will not be necessary for the Applicants to extend the interim mitigation into the

summer of 2015, which begins June 1. However, the Applicants acknowledge the possibility that

the transmission projects may not all be placed in service prior to June 1, 2015. In that event,

the Applicants will either renew the PSAs or else enter into new PSAs with alternative

purchasers on materially the same terms and conditions, regardless of the price offered by the

purchaser for the capacity being sold. Compliance with this commitment will be monitored by

the Independent Monitor, as described in Section IV.

IV. THE APPLICANTS HAVE PROVIDED FOR ADEQUATE INDEPENDENT
MONITORING OF THEIR REVISED MITIGATION PROPOSAL

Once the Merger is completed, two aspects of the Revised Mitigation Proposal will be

subject to monitoring by Potomac Economics as an independent monitor. First, Potomac

Economics will monitor whether the PSAs submitted as part of the Revised Mitigation Proposal

remain in effect prior to the completion of the transmission expansion projects and, if any of the

PSAs has been terminated or expires prior to completion of the transmission projects, Potomac

Economics will monitor whether such PSA has been replaced with a new PSA under materially

the same terms and conditions. Second, to the extent that the Commission requires a

transmission set-aside as stub mitigation, Potomac Economics will monitor the Applicants'

compliance with the transmission set-aside requirements.

Attached as Exhibit D is a copy of the executed contract with Potomac Economics

pursuant to which it will conduct its independent monitoring function.17 Included in this contract

are the following terms:

17 The Applicants are not filing the pricing provisions of the contract, which are contained in Attachment B of the
contract.
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(1) Within 30 days following the conclusion of each winter and summer period,18

Potomac Economics will provide to the Applicants and file with the Commission19 a
report certifying the Applicants' compliance with their commitments and, to the
extent there may be any incidents of non-compliance, describing and analyzing such
incidents.20

(2) To the extent that Potomac Economics believes at any time that the Applicants are not
in compliance with the commitments being monitored, Potomac Economics will
immediately inform the Applicants and, after discussing the circumstances with the
Applicants, promptly make a filing with the Commission explaining its reasons for
reaching this conclusion.

(3) The Applicants will provide Potomac Economics with all information reasonably
requested by Potomac Economics to fulfill its monitoring function. All confidential
or proprietary information of the Applicants will be treated as confidential by
Potomac Economics, which will take steps to protect its confidentiality.

By providing the above detail, along with a copy of the contract that the Applicants have

executed with Potomac Economics, the Applicants have demonstrated that their Revised

Mitigation Proposal will be adequately monitored by an independent monitor.

18 Once the transmission expansion projects are placed in service, Potomac Economics will file its report only
following the conclusion of the summer period, which is the only period in which stub mitigation is required.

19 Additionally, Potomac Economics will submit copies of both the confidential and non-confidential versions of
the report to the North Carolina Utilities Commission and the Public Service Commission of South Carolina.

20 To the extent that the report contains any confidential data, a redacted publicly available version also will be
filed.
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CONCLUSION

As explained above, the Applicants' Revised Mitigation Proposal fully addresses the

market power concerns identified in the Merger Order on both a permanent and an interim basis.

Consequently, the Applicants request that the Commission approve this filing within 60 days but

in no event later than June 8, 2012 for the reasons set forth above.

Respectfully submitted,
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UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

Duke Energy Corporation )
) Docket No. EC11-60-001

Progress Energy, Inc. )

PREPARED DIRECT TESTIMONY OF
HENRY EDWIN ERNST, JR.

ON BEHALF OF
DUKE ENERGY CORPORATION

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.1

A. My name is Henry Edwin Ernst, Jr. My business address is 526 South Church St.,2

Charlotte, NC 28202.3

Q. ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?4

A. I am testifying on behalf of Duke Energy Corporation (“Duke Energy”).5

Q. WHAT IS YOUR POSITION WITH DUKE ENERGY?6

A. I am Director, Transmission Planning for Duke Energy Carolinas, LLC (“Duke7

Energy Carolinas” or “DEC”).8

Q. PLEASE BRIEFLY DESCRIBE YOUR DUTIES AS DIRECTOR,9

TRANSMISSION PLANNING.10

A. My duties include directing and supervising the long-range planning for DEC’s11

transmission system in North Carolina and South Carolina to assure adequate12
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reliability, reviewing generation interconnection and transmission service1

requests, conducting long-term system impact and other studies under DEC’s2

Open Access Transmission Tariff (“OATT”), and conducting joint planning3

studies with other load serving entities in North Carolina through the North4

Carolina Transmission Planning Collaborative (“NCTPC”) as well as with other5

utilities in the southeast and the Eastern Interconnection.6

Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND.7

A. I graduated from North Carolina State University with a Bachelor of Science8

degree in Electrical Engineering in 1975, from Rensselaer Polytechnic Institute9

with a Masters of Engineering in Electric Power Engineering in 1976, and from10

the University of North Carolina at Charlotte with a Masters of Business11

Administration degree in 1981.12

Q. WHAT IS YOUR PROFESSIONAL EXPERIENCE?13

A. Since graduation from Rensselaer Polytechnic Institute in 1976, I have been14

employed with Duke Energy in a variety of positions in transmission system15

operations and planning, as well as demand side management and marketing. I16

am a licensed engineer in North Carolina and South Carolina.17

Q. HAVE YOU TESTIFIED BEFORE ANY REGULATORY AUTHORITIES?18
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A. Yes. I filed testimony before this Commission in Docket No. ER11-2895 and I1

have testified before the North Carolina Utilities Commission and the Public2

Service Commission of South Carolina.3

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS4

PROCEEDING?5

A. My testimony will provide a description of the DEC transmission system and the6

transmission planning process for that system, and will explain the transmission7

projects that DEC will undertake to enhance system import capability and to8

increase access for wholesale suppliers to markets inside the DEC and PEC9

balancing authority areas (“BAAs”). The specific projects described, along with10

the Progress Energy Carolinas, Inc. (“PEC”) projects described in Mr. Waters’11

testimony, will serve as permanent mitigation for the market screen failures12

described in Dr. Hieronymus’ testimony.13

Q. PLEASE DESCRIBE THE EXISTING DUKE ENERGY CAROLINAS14

TRANSMISSION SYSTEM.15

A. Duke Energy Carolinas provides retail electric service in the Piedmont/western16

areas of North Carolina and South Carolina. A map of DEC and PEC-East and17

PEC-West service areas and adjacent systems is attached hereto as Exhibit No.18

DEC-2 (the same map is also attached to Mr. Waters’ testimony on behalf of19

Progress Energy as Exhibit No. PEC-2). Duke Energy Carolinas’ transmission20

system consists of approximately 13,100 circuit miles of transmission at voltage21
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levels of 44 kV, 66 kV, 100 kV, 138 kV, 161 kV, 230 kV and 500 kV. The DEC1

BAA has 21 interconnections with nine neighboring BAAs. The neighboring2

BAAs are: PEC-East, PEC-West, PJM-American Electric Power (“AEP”),3

Southern Company, Yadkin, South Carolina Public Service Authority, South4

Carolina Electric and Gas, Southeastern Power Administration, and Tennessee5

Valley Authority. DEC provides both point-to-point and network integration6

transmission service (“NITS”) under its OATT. NITS service is provided to 227

customers. These 22 network customers have approximately 430 delivery points8

within the DEC transmission system and comprise about 15% of the demand on9

the DEC transmission system.10

Q. PLEASE PROVIDE A GENERAL DESCRIPTION OF HOW DUKE11

ENERGY CAROLINAS PLANS FOR FUTURE TRANSMISSION NEEDS.12

A. The DEC transmission system is planned to comply with the North American13

Electric Reliability Council (“NERC”) Reliability Standards, applicable SERC14

Reliability Corporation (“SERC”) Reliability Standards and DEC’s internal15

planning criteria. DEC coordinates its transmission planning and operations with16

neighboring systems to assure the safety, reliability, and economy of its power17

system. Coordinated near-term operating studies and longer-range planning18

studies are made on a regular basis to ensure that transmission capacity will19

continue to be adequate. These studies involve representatives from the Virginia-20

Carolinas Subregion (“VACAR”) as well as the SERC region and associated21
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SERC subregions to provide interregional coordination. For intra-regional1

studies, DEC actively participates on the SERC Intra-Regional Long-Term Power2

Flow Study Group, the SERC Intra-Regional Near-Term Power Flow Study3

Group, and the VACAR reliability committees. For inter-regional studies, DEC4

actively participates on the Eastern Interconnection Reliability Assessment Group5

(“ERAG”) and the Eastern Interconnection Planning Collaborative.6

In addition to the above study efforts, PEC, DEC, ElectriCities of North Carolina,7

Inc, (“ElectriCities”) and the North Carolina Electric Membership Corporation8

(“NCEMC”) are engaged in a collaborative transmission planning process, the9

NCTPC. This effort allows ElectriCities and NCEMC to participate in all stages10

of the transmission planning process, and results in a single collaborative11

transmission plan for the transmission systems of DEC and PEC designed to12

address both reliability and market access. In addition, the NCTPC has an open13

stakeholder process whereby interested stakeholders, through membership in the14

Transmission Advisory Group, can provide input on the NCTPC Collaborative15

Planning Process and the annual plan developed by the NCTPC each year.16

Q. WHAT DATA DID DUKE ENERGY CAROLINAS PROVIDE TO17

DR. HIERONYMUS FOR HIS INITIAL MARKET SCREEN ANALYSIS18

SUBMITTED IN APRIL, 2011?19

A. In early 2011, DEC and PEC jointly provided First Contingency Incremental20

Transfer Capacity (“FCITC”) and Net Scheduled Interchange data for calculation21
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of their Simultaneous Import Limits (“SILs”) used by Dr. Hieronymus in his1

Competitive Screen Analysis. Dr. Hieronymus supplemented this data with non-2

SIL path limits (i.e., BAA to BAA), for which DEC and PEC provided3

Transmission Reliability Margin (“TRM”) data. As Dr. Hieronymus explains in4

his testimony, the combination of these non-SIL path limits and SILs define the5

transmission network for purposes of his analysis.6

Q. HOW WERE THESE ORIGINAL SIL VALUES FOR THE DUKE7

ENERGY CAROLINAS BALANCING AUTHORITY AREA8

DETERMINED?9

A. The SIL calculations were undertaken in a manner consistent with the10

Commission’s orders and precedents, such as those used for purposes of the11

DEC’s triennial market-based rate filings.1 An analysis was conducted using the12

2010 models created by the Multiregional Modeling Working Group of the13

ERAG. In simple terms, the imported power to DEC is gradually increased until14

a single contingency (line or transformer outage) results in the overload of another15

line or transformer. The transfer level at which the first overload occurs would be16

identified as the FCITC limit. Using the PSS/MUST analytical tool, the single-17

contingency FCITC for the DEC region was calculated for 2011/12 Winter, 201218

Spring and 2012 Summer. In the original market screens described in19

1 Specifically, the methodology for the SIL analysis conducted for purposes of the merger is
consistent with the analysis recently accepted by the Commission in connection with the
Southeast Region triennial filings. See Duke Energy Carolinas, LLC et al., 138 FERC ¶ 61,134
(2012).
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Dr. Hieronymus’ testimony, the summer FCITC limit calculated for DEC was1

2300 MW and the winter FCITC limit for DEC was 3200 MW.2 The shoulder2

FCITC limit for DEC was 2500 MW. As described by Dr. Hieronymus, the Net3

Scheduled Interchange into/from the DEC BAA is added to these FCITC numbers4

to get the SIL values used for the market screen.5

Q. GIVEN THAT THERE WERE SUMMER AND WINTER PERIOD6

MARKET SCREEN FAILURES FOR DEC USING THE ORIGINAL SILs,7

HOW WERE PROJECTS IDENTIFIED TO INCREASE IMPORT8

CAPABILITY?9

A. The PSS/MUST analysis tool not only identifies the first limiting facility, it also10

provides a list of subsequent limiting facilities and the values of FCITC associated11

with them. This list allows the planner to estimate the impacts of correcting a12

limit through additional transmission projects or operational procedures. For13

example, in the original summer analysis performed by Duke, the first limiting14

facility identified, upon which the 2390 MW FCITC limit was based, was Duke’s15

Antioch 500/230 kV transformer, located near the DEC - PJM-AEP interface.16

The next FCITC limit identified was at 4580 MW with the limiting facility being17

the AEP Danville–East Danville 138 kV line, located near the PJM-AEP - PEC-18

East interface. This suggested that if a project or procedure could be identified to19

2 These FCITC limits reflect the planning convention of “rounding down” to the nearest 100
MW. With respect to the expansion projects described below, the FCITC limits are reported
without such rounding, in order to more carefully track post mitigation transmission import
capability.
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alleviate the overload of the Antioch 500/230 kV transformer, then the FCITC can1

be increased by about 2190 MW (4580-2390).2

Q. PLEASE DESCRIBE THE FCITC LIMITING FACILITIES THAT WERE3

IDENTIFIED IN THE ANALYSIS.4

A. I will limit my discussion to facilities that are addressed by the mitigation5

projects, as the PSS/MUST tool is capable of identifying literally thousands of6

limits that would occur from the base transfer level all the way up to whatever7

MW test level of import is desired. The limiting elements identified in the8

summer analysis for possible remediation were, with corresponding FCITC9

increases:10

Baseline FCITC 2390 MW11

Cumulative FCITC increase obtained by eliminating limit:12

 Antioch13

500/230 kV transformers (DEC BAA) +2190 MW14

 Danville–East15

Danville 138 kV line (AEP BAA) +2440 MW16

It is important to note that a limiting line or transformer may appear multiple17

times at different import levels. For simplicity, the above list only identifies a18

limiting facility the first time it appears in the analysis. As shown, the increase to19

the DEC Summer FCITC, if these limiting elements are addressed, is 2440 MW.20
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(Because the Net Scheduled Interchange does not change, the changes in SIL1

values are equal to the changes in FCITC values.)2

The limiting elements identified in the winter analysis for possible remediation3

were, with corresponding FCITC increases:4

Baseline FCITC 3270 MW5

FCITC increase obtained by eliminating limit:6

 Antioch7

500/230 kV transformers (DEC BAA) +1930 MW8

Thus, the increase in the DEC Winter FCITC, if the limiting element is addressed,9

is 1930 MW. (Because the Net Scheduled Interchange does not change, the10

changes in SIL values are equal to the changes in FCITC values.)11

Q. WHAT PROJECTS AND/OR OPERATING PROCEDURES WERE12

IDENTIFIED TO ADDRESS THE FCITC LIMITS LISTED ABOVE?13

A. Two projects were identified, one on the DEC system, and one on the PEC system14

which Mr. Waters addresses in his testimony. To address the Antioch limit, DEC15

has identified a project to increase the transformer capability at DEC’s Antioch16

Tie 500/230 kV Station. After completion of the Antioch project additional17

power can flow from the PJM-AEP BAA into the DEC and PEC-East BAAs,18

increasing the FCITC limits for DEC and PEC-East. PEC has identified a project19

and an operating procedure which addresses the elimination of the limit caused by20
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the AEP Danville–East Danville 138 kV line, which is discussed more fully in1

Mr. Waters’ testimony. The locations of the DEC (as well as the PEC projects2

and the operating procedure) are shown on the map attached hereto as Exhibit No.3

DEC-3.4

Q. PLEASE DESCRIBE THE TRANSMISSION PROJECT THAT DUKE5

ENERGY CAROLINAS PLANS TO UNDERTAKE AS PART OF THE6

PERMANENT MITIGATION PROPOSAL MADE IN THIS FILING.7

A. As noted above, DEC has one project, which is to increase the transformer8

capacity at DEC’s Antioch Tie Station (see Exhibit No. DEC-3, item 1). The9

Antioch Tie Station is an existing 500/230 kV transmission station located in10

Wilkes County, North Carolina. Antioch Tie connects to the Antioch- Jacksons11

Ferry 500 kV line which is DEC’s primary interconnection with AEP and the12

PJM market. Currently, there is 1500 MVA of total installed capacity at the site,13

consisting of two 750 MVA transformers. To meet the proposed capacity14

increase, the project will replace the existing transformers with two 1500 MVA15

transformers for a total capacity of 3000 MVA.16

The three major elements of the project are:17

1. Specification, award of order and delivery of transformers;18

2. Engineering and installation of electrical/relaying upgrades to the transformer19

protection scheme and the necessary 500 kV/230 kV switchyard modifications20

at Antioch Tie and at the nearby Mitchell River Tie (on the Antioch-Mitchell21
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River 230 kV line) which includes the replacement of two breakers at Mitchell1

River Tie; and2

3. Removal of the existing transformers and installation of the new transformers.3

Q. WHAT IS THE COST OF THE ANTIOCH TIE PROJECT?4

A. The estimated cost of the Antioch Tie Station project is $50 million.5

Q. WHAT IS THE SCHEDULE FOR COMPLETION OF THE ANTIOCH6

TIE PROJECT?7

A. The estimated time schedule for design, equipment acquisition and construction8

from project start to completion is three years, about half of which is transformer9

delivery time. No additional rights-of-way or state-issued certificates are required10

to complete this project except for routine local construction permits and a permit11

from the North Carolina Department of Transportation to facilitate transport of12

the transformers from a rail siding to the site.13

Q. WERE ANY OPERATING PROCEDURES ON THE DEC SYSTEM14

IDENTIFIED TO ADDRESS FCITC LIMITS?15

A. To address the FCITC limits on the PEC System, DEC has identified an operating16

procedure at DEC’s Parkwood 500/230 kV Station, as described below. An17

operating procedure is a tool the system operator uses to maintain the reliability of18

the transmission system and transmission service to customers. The operating19

procedure sets out steps (e.g., changes in system configuration, changes in system20
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dispatch) that the system operator may take to relieve system loading or other1

reliability concerns.2

Q. PLEASE DESCRIBE THE OPERATING PROCEDURE FOR DEC’S3

PARKWOOD 500/230 KV TIE STATION.4

A. The Parkwood Tie Station is radially connected to DEC’s 500 kV system, near the5

border of the DEC BAA and the PEC BAA in Durham County, North Carolina6

(see Exhibit No. DEC-3, item 4). Facilities in the Parkwood Tie Station include7

two 500/230 kV transformers. In order to facilitate the increase in transfer8

capability into the PEC-East system, an operating procedure is needed for this9

facility. Under conditions where there are large power flows into the PEC-East10

BAA, the contingency loss of one of the two 500/230 kV transformers can result11

in the overloading of the remaining transformer. To protect the remaining12

transformer and allow for power to continue to move reliably into PEC-East on13

the underlying 230 kV network, an operating procedure would be implemented14

under which the system operator removes the remaining transformer from service15

after the loss of the first transformer, which has the same effect as opening the16

500kV line. Opening the 500kV line has no impact on bulk electric system17

reliability and does not limit transfer capability. There is no cost to implement the18

procedure.19
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Q. WAS THE ANTIOCH TIE STATION PROJECT “FORESEEABLE” OR1

“REASONABLY CERTAIN” TO OCCUR PRIOR TO BEING PROPOSED2

AS PERMANENT MITIGATION IN THIS FILING?3

A. No. The Antioch Tie Station project does not and has never appeared in DEC’s4

State Commission-filed Integrated Resource Plan. No funding has ever been5

allocated for such a project in any internal budget plan. The NCTPC compiles an6

annual study report which identifies potential future transmission construction or7

upgrade projects based upon anticipated needs and specifically-identified8

potential transmission service requests (which requests may or may not later9

occur). In the 2006-2007 NCTPC study reports, upgrade of the Antioch Tie10

Station transformers was identified as potentially being “planned” in 2013-2014.311

In the 2008 NCTPC study report, the Antioch Tie Station project was moved into12

the “deferred” category, due to reduced load growth projections and generation13

additions which moved the project back to the 2024 time frame.4 The Antioch Tie14

Station project has not moved back into the “planned” category in any of the15

succeeding NCTPC annual study reports since 2008. The factors that caused the16

project to be moved from the “planned” category to the “deferred” category still17

exist. DEC’s most current internal planning studies do not indicate a potential18

3 “Planned” is described as follows: “Projects with this status do not have money in the
Transmission Owner’s current year budget; and the project is subject to change.”

4 “Deferred” is described as follows: “Projects with this status were identified in the 2007
Supplemental Report and have been deferred beyond the end of the planning horizon based on
analysis performed to develop the 2008 Collaborative Transmission Plan.”
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need for the Antioch Tie Station project within the traditional 10-year planning1

horizon.2

Q. WHAT ADDITIONAL DATA DID DUKE ENERGY CAROLINAS3

PROVIDE FOR USE BY DR. HIERONYMUS FOR THE MARKET4

SCREEN CALCULATIONS SUBMITTED WITH THIS COMPLIANCE5

FILING?6

A. In addition to the FCITC data previously discussed herein, DEC also provided the7

data showing the Available Transfer Capability (“ATC”) increases resulting from8

the projects proposed in this filing. Also, we provided the contract path limits9

between adjoining BAA’s and DEC, which provide a measure of the limits to10

commercial availability of transmission between systems that is sometimes more11

restrictive than calculated ATCs. These contract path limits are determined by the12

adjoining balancing authorities.13

Q. PLEASE DESCRIBE THE METHODOLOGY USED TO ARRIVE AT14

SUCH ATC INCREASES.15

A. DEC examined the impacts of the Antioch Project on the transmission capability16

at its interface with PJM. This could be viewed as a determination of the17

available transmission capacity (“ATC”) at this interface. However, I want to be18

very clear in terminology here, because ATC is generally considered to be the19

posted value on the OASIS system associated with a company’s open-access20

transmission tariff, a measure of transmission available to customers for service.21
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ATC values are also generally determined and posted only for a projected period1

of 13 months or less, and they reflect current or real-time conditions, which may2

often be different than the forecast conditions used in the planning realm. The3

analysis done by DEC examined the expected increase to transmission capability4

on the PJM-DEC interface when the projects are expected to be placed in service.5

A similar analysis to the FCITC/SIL calculations was performed for the 2015-166

timeframe, and I will refer to this additional analysis as FCITC/ATC. The7

methodology attempts to mimic the methodology employed to determine the ATC8

values posted in real time. Utilizing PSS/MUST, imports were increased into9

DEC by increasing the generation in the adjoining BAA (PJM) and decreasing the10

generation in the DEC BAA. The DEC generation was decreased by selecting the11

generation whose loss is assumed to create the most adverse impact on the PJM12

interface. This increase/decrease of generation was done until a single13

contingency resulted in the overload of a facility. The import limit is reached14

when the first facility limit is identified. The FCITC/ATC value is identified as15

the import capability at that first limiting facility.16

Q. PLEASE SUMMARIZE THE RESULTING ATC INCREASE DATA.17

A. Based on the approach described in my previous answer, the increases to the18

FCITC/ATC interface capabilities, i.e., the ability to bring power from PJM into19

the DEC BAA, resulting from the Antioch Tie Station project are:20
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Summer 2015 PJM to DEC 1500 MW1

Winter 2015/2016 PJM to DEC 1500 MW2

Q. DOES THAT CONCLUDE YOUR TESTIMONY?3

A. Yes, it does.4
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UNITED STATES OF AMERICA
BEFORE THK

FEDERAL ENERGY REGULATORY COMMISSION

Duke Energy Corporation

Progress Energy, Inc.
Docket No. KCI I-60-001

AFFIDAVIT OF HENRY EDWIN KRNST, JR.

STATE OF NORTH CARQI INA

COUNTY OF MECKLKNBURG

HFNRY EDWIN ERNST, JR., being duly sworn, deposes and states that he prepared the
Direct Testimony of Henry Edwin Emst, Jr., and that the statements contained therein
and the Exhibits attached thereto are true and correct to the best of his knowledge and
belief.

Henry in Emst. Jr

SUBSCRIBED AND SWORN TO BEFORE ME, this the W day of March, 2012.

Notary Public

Printed NameWaArxetx ~ Mess

My Commission Expires: to- i'I-aotk



Kentucky

est Virgin

Jtmerlcoh
Electrrc
Power
(PJM(

Vii'ginia

Doinlliloh

(PJMJ

Exhibit No. DEC-2

Exhibit No. PEC-2

Tennessee

Valley

authority
Tennessee

Progress
Energy

Carognas

Duke

Energy
Carolinas

North Carokna

Dollllhloh

(PJM)

Progress
Ehelg p

Carognas

Southern
Company

South Carolina
South Carogna
Electric Jt Gas

Company

Georgia

South Carogna

Publk Selvlce Jtuthollty

Duke Energy Carollnas and
Progress Energy Carollnas

Territory Mop

o



ast Virgin

Kentucky

Jtmerlcoh
Electrrc
sawer
(PJM(

Vn'9l hi a

Dnhlhiloh

(PJMJ

Tennessee

Valley

huthortty
Tennessee

Dnlillhlnh

(PJM)

Progress
Energy

Camgnes
Duhe

Energy
Carognas

North Carohna

Piegfnss
Energy

Carognas

Southern
Company

South Carolina
South Carogne
Electric a gas

Company

Georgia

South Carogna

Puhtk Servlce Jtuthorlty

Merger Mitigation

1.Replace two existing Antioch 500/230 kV transformers with larger capacity
transformers.
2.Add a series reactor to one Roxboro-E Danville 230 kV line and revise
operating procedures.
3.Construct new third Lilesville-Rockingham 230 kV line.
4.Implement operating procedure at Parkwood Tie Station.
5.Reconductor Kinston Dupont-Wommack 230 kV line 6-1590 MCM.
6.Uprate line by reconductoring DVP portion (20.04 Miles) of Person to
Halifax 230 kV line.
7.Replace existing wave traps with 4000 amp wave traps at both terminals
and rework protective relaying on Wake-Carson 500 kV line.
8.Uprate CT Ratio to 3000 amps on Durham-E. Durham 230 kV line.

AntiochItem 1

Lilesville Rockingham

Item 3

Roxboro

East Danville

Item 2

Legend

500 kV Lines
230 kV Lines
Switching Station

East Durham
Durham

Item 8

Person

Halifax

Item 6

Wake

Carson

Item 7

Wommack

Kinston Dupont
Item 5

Parkwood
Item 4

Exhibit No. DEC-3
Exhibit No. PEC-3



Exhibit No. PEC-1
Page 1 of 22

UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

Duke Energy Corporation )
) Docket No. EC11-60-001

Progress Energy, Inc. )

PREPARED DIRECT TESTIMONY OF
SAMUEL S. WATERS

ON BEHALF OF
PROGRESS ENERGY, INC.

Q. Please state your name, employer, and business address.1

A. My name is Samuel S. Waters. My business address is 100 E. Davie St., Raleigh, North2

Carolina, 27601.3

Q. On whose behalf are you testifying in this proceeding?4

A. I am testifying on behalf of Progress Energy Carolinas (PEC).5

Q. Please tell us your position with PEC and describe your duties and responsibilities6

in that position.7

A. I am Director of System Planning and Regulatory Performance for Progress Energy8

Carolinas. I am responsible for directing the resource and transmission planning9

processes for the company, as well as managing the coordination activities of the10

Transmission Operations and Planning Department with regard to compliance with11

reliability standards of the North American Reliability Corporation (NERC).12
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Q. Please summarize your educational background and employment experience.1

A. I graduated from Duke University with a Bachelor of Science degree in Engineering in2

1974. From 1974 to 1985, I was employed by the Advanced Systems Technology3

Division of the Westinghouse Electric Corporation as a consultant in the areas of4

transmission planning and power system analysis. While employed by Westinghouse, I5

earned a Masters Degree in Electrical Engineering from Carnegie-Mellon University.6

From 1985 to 2002, I was employed by Florida Power & Light Company (FPL), where I7

managed the resource planning and state regulatory affairs functions.8

I joined Progress Energy in 2004 as Director of Resource Planning. I assumed my9

current position in 2007. I am a registered Professional Engineer in the states of10

Pennsylvania and Florida, and a Senior Member of the Institute of Electrical and11

Electronics Engineers, Inc. (IEEE).12

Q. Have you previously testified before any regulatory authorities?13

A. Yes. I have testified before this Commission in my previous position with Florida Power14

& Light Company, and I have testified in several proceedings before the North Carolina15

Utilities Commission, the Public Service Commission of South Carolina and the Florida16

Public Service Commission.17

Q. What is the purpose of your testimony in this proceeding?18
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A. My testimony will describe the existing PEC transmission system and the transmission1

planning process, and will explain the transmission enhancements that PEC will2

undertake to increase system import capability and increase access for wholesale3

suppliers to markets inside the PEC and Duke Energy Carolinas, LLC (DEC) balancing4

authority areas (BAAs). The specific projects described, along with the DEC projects5

described in Mr. Ernst’s testimony, will serve as permanent mitigation for the PEC6

market screen failures identified in Dr. Hieronymus’ testimony.7

Q. Please describe the existing PEC transmission system.8

A. The PEC system consists of two separate BAAs, PEC-East and PEC-West, which are9

located on either side of, and interconnected through, the DEC transmission system. The10

PEC-East BAA generally covers the eastern half of North Carolina and the northeastern11

region of South Carolina. The PEC-West BAA consists of the Asheville, North Carolina12

region and surrounding territory. A map showing the DEC, PEC-East and PEC-West13

BAAs and adjacent systems is attached hereto as Exhibit PEC-2 (the same map is also14

attached to Mr. Ernst’s testimony on behalf of DEC).15

The PEC transmission system consists of approximately 6,000 miles of 69, 115, 138, 161,16

230 and 500 kV transmission lines and just over 100 transmission-class switching17

stations in its North and South Carolina service areas. PEC has transmission18

interconnections with DEC, PJM (via American Electric Power (AEP) and Dominion19

Virginia Power (Dominion)), South Carolina Electric & Gas Company, South Carolina20
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Public Service Authority, Tennessee Valley Authority, and Yadkin. PEC provides both1

point-to-point and network integration transmission service (NITS) under its Open2

Access Transmission Tariff (OATT). NITS service is provided to 13 customers. These3

13 network customers have approximately 205 delivery points within the PEC4

transmission system and comprise about 31% of the demand on the PEC transmission5

system.6

Q. Would you please provide a general description of how PEC plans for future7

transmission needs?8

A. The PEC transmission system is planned to comply with the NERC Reliability Standards,9

applicable SERC Reliability Corporation (SERC) Standards and PEC’s internal planning10

criteria. PEC coordinates its transmission planning and operations with neighboring11

systems to assure the safety, reliability, and economy of its power system. Coordinated12

near-term operating studies and longer-range planning studies are made on a regular basis13

to ensure that transmission capacity will continue to be adequate. These studies involve14

representatives from the Virginia-Carolinas Subregion (VACAR) as well as the SERC15

region and its associated adjacent subregions to provide interregional coordination. For16

intra-regional studies, i.e., within SERC, PEC actively participates on the Intra-regional17

Long-Term Power Flow Study Group, the Intra-Regional Near-Term Power Flow Study18

Group, and the VACAR reliability committees. For inter-regional studies, PEC actively19

participates on the Eastern Interconnection Reliability Assessment Group (ERAG) and20

the Eastern Interconnection Planning Collaborative.21
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In addition to the above study efforts, PEC, DEC, ElectriCities of North Carolina1

(ElectriCities) and the North Carolina Electric Membership Corporation (NCEMC) are2

engaged in a collaborative transmission planning process through the North Carolina3

Transmission Planning Collaborative (NCTPC). This effort allows ElectriCities and4

NCEMC to participate in all stages of the transmission planning process, and results in a5

single collaborative transmission plan for the transmission systems of PEC and DEC6

designed to address both reliability and market access. In addition, the NCTPC has an7

open stakeholder process whereby interested stakeholders, through membership in the8

Transmission Advisory Group, can provide input on the NCTPC Collaborative Planning9

Process and the annual plan developed by the NCTPC each year.10

Q. What data did PEC provide for use by Dr. Hieronymus in the initial market screen11

analysis submitted in April 2011?12

A. In early 2011, PEC and DEC jointly provided First Contingency Incremental Transfer13

Capability (FCITC) and Net Scheduled Interchange data for calculation of their14

Simultaneous Import Limits (SIL) used by Dr. Hieronymus in his Competitive Screen15

Analysis. Dr. Hieronymus supplemented this data with non-SIL path limits (i.e., BAA to16

BAA) for which PEC and DEC provided Transmission Reliability Margin (TRM) data.17

As Dr. Hieronymus explains in his testimony, the combination of these non-SIL path18

limits and SIL define the transmission network for purposes of his analysis.19

Q. How were the original SIL values for the PEC-East BAA determined?20
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A. The SIL calculations were undertaken in a manner consistent with the Commission’s1

orders and precedents, such as those used for purposes of the company’s triennial market-2

based rate filings.1 An analysis was conducted using the 2010 models created by the3

Multiregional Modeling Working Group of the ERAG. Using the PSS/MUST analytical4

tool, the single-contingency SIL values for the PEC-East BAA were calculated for5

2011/12 Winter, 2012 Spring, also referred to as a Shoulder value, and 2012 Summer. In6

simple terms, the amount of imported power to the PEC-East BAA is gradually increased7

until a single contingency (line or transformer outage) results in the overload of another8

line or transformer. The transfer amount at which the first overload occurs would be9

identified as the FCITC. In the original market screens described in Dr. Hieronymus’10

testimony, the FCITC summer limit provided was 2100 MW, the FCITC Winter limit11

was 4300 MW, and the Shoulder limit provided was 3200 MW.2 As described by Dr.12

Hieronymus, the Net Scheduled Interchange into/from the PEC-East BAA is added to13

these FCITC numbers to get the SIL used for the market screen.14

1 Specifically, the methodology for the SIL analysis conducted for purposes of the merger is
consistent with the analysis recently accepted by the Commission in connection with the
Southeast Region triennial filings. See Duke Energy Carolinas, LLC et al., 138 FERC ¶ 61,134
(2012).

2 These FCITC limits reflect the planning convention of “rounding down” to the nearest 100
MW. With respect to the expansion projects described below, the FCITC limits are reported
without such rounding, in order to more carefully track post mitigation transmission import
capability.
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Q. Given that there were market screen failures for the PEC-East BAA in the summer1

period using the original SIL, how were projects identified to increase import2

capability?3

A. The PSS/MUST analysis tool not only identifies the first limiting facility, it also provides4

a list of subsequent limiting facilities and the values of FCITC associated with them.5

This list allows the planner to estimate the impacts of correcting a limit through6

additional transmission projects or operational procedures. For example, in the original7

analysis performed by PEC, the first limiting facility identified, upon which the 21008

MW number was based, was one of the parallel Danville-East Danville 138 kV lines,9

located in the AEP (PJM) system. The next identified limiting facility was one of the10

parallel Axton-Danville lines, which are also in the AEP area, in series with the Danville-11

East Danville lines. This appearance is at a transfer level of 2670 MW. The first facility12

to appear as a limit, outside of the AEP area, is the Parkwood 500/230 kV transformer13

bank in the DEC system. Mr. Ernst addresses that limit in his testimony.14

Q. Please describe the FCITC limiting facilities that were identified in the analysis.15

A. I will limit my discussion to the facilities that are addressed by the mitigation projects, as16

the PSS/MUST tool is capable of identifying literally thousands of limits that would17

occur from the 2100 MW level all the way up to more than 11,000 MW of import,18

essentially an import level equivalent to the entire load within the PEC-East BAA.19
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The limiting elements3 identified in the analysis for possible remediation were:1

Limiting Element FCITC Possible Cumulative

FCITC increase obtained

by eliminating limit:

Danville –East Danville

138 kV line (AEP)

2160 MW + 510 MW

Axton-Danville 138 kV

line (AEP)

2670 MW + 830 MW

Parkwood 500/230 kV

transformers (DEC)

2990 MW + 1290 MW

Antioch 500/230 kV

transformers (DEC)

3450 MW + 1340 MW

Lilesville-Rockingham 230

kV line (PEC)

3500 MW + 1810 MW

Greenville-Everetts 230 kV

line (PEC-Dominion tie)

3970 MW + 2240 MW

Person – Halifax 230 kV

line (PEC-Dominion tie)

4400 MW + 2370 MW

3 A limiting line or transformer may appear multiple times at different import levels. For simplicity, the above list
only identifies a limiting facility the first time it appears in the analysis.
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Thus, the increase to the PEC-East BAA FCITC, if all of these limiting elements are1

addressed, is approximately 2370 MW. I say approximately because, as each limit is2

addressed by a specific project, there may be slight changes in the subsequent limits. The3

final change to the FCITC value is determined by calculating the values with all proposed4

projects included in the case. Based on implementation of the projects described below,5

the expected increase to the FCITC into the PEC-East BAA, which served as the basis for6

the SIL increase, is 2225 MW. Because the Net Scheduled Interchange does not change,7

the changes in SIL values are equal to the changes in FCITC values.8

Q. What projects and/or operating procedures were identified to address the FCITC9

improvements for the limits listed above?10

A. PEC identified six projects/operating procedures to address the Danville-East11

Danville/Axton-Danville, Lilesville-Rockingham, Greenville-Everetts and Person-12

Halifax limits, and to add transfer capability to the PJM-PEC-East interface. DEC has13

identified an operating procedure and a project that will address the Parkwood and14

Antioch limits, and they are described in Mr. Ernst’s testimony. The locations of the15

PEC and DEC projects are shown on the map attached hereto as Exhibit PEC-3.16

The projects/procedures identified by PEC are 1) addition of a series reactor on the17

Roxboro-East Danville 230 kV line, combined with dispatch procedures for generation at18

the Roxboro and Mayo plants, and an operating procedure to open one Roxboro-East19

Danville 230 kV line to address the Danville-East Danville and Axton-Danville limits, 2)20
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construction of a new 230 kV line between the existing PEC Lilesville and Rockingham1

substations on existing right-of-way to address the Lilesville-Rockingham limits, 3)2

reconductoring of the existing Kinston Dupont – Wommack 230 kV line which, when3

combined with the acceleration of an existing project (described below), addresses the4

Greenville-Everetts limit, 4) reconductoring of the Person-Halifax 230 kV tie with5

Dominion which addresses the Person-Halifax limit, 5) uprating of the Durham-East6

Durham 230 kV tie with DEC by replacing ancillary equipment to address a limit which7

appears as other improvements are made and 6) replacement of limiting equipment,8

specifically existing wave traps, on the Wake-Carson 500 kV tie with Dominion, which9

adds capacity to the PJM/PEC-East interface.10

Q. Please describe how the first project that PEC plans to undertake as part of the11

permanent mitigation plan, the series reactor combined with operating procedures,12

addresses the identified Danville-East Danville and Axton-Danville transmission13

limits in more detail.14

A. The Danville-East Danville 138 kV lines in AEP are in series, meaning that as imports15

from PJM into the PEC-East BAA increase, both lines will be at or near their limit at16

roughly the same import level. This suggests that both limits might be addressed with17

one solution. It is also important to note that these lines are connected into the PEC18

system though the East Danville-Roxboro 230 kV tie line. In this instance, we have19

AEP’s 138 kV system connected to PEC’s 230 kV system, and that means that PEC’s20
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system can accept much more power than the AEP system can deliver. This is the1

weakest link between the PEC BAA and PJM.2

Since there are several stronger, i.e., larger capacity, ties between the PEC-East3

BAA/DEC BAA and PJM, the solution to these limits is to “push back” into the4

AEP/PJM system or constrain the flow on this path to force power back towards the5

stronger ties. PEC has several large coal units located at Roxboro and nearby Mayo6

which, due to their proximity to the tie with AEP, serve to push power back towards7

AEP/PJM. The first step to address the Danville-East Danville/Axton-Danville limits is8

an operating procedure to ensure that the units at Roxboro and Mayo are running at full9

capacity. An operating procedure is a tool the system operator uses to maintain the10

reliability of the transmission system and transmission service to customers. The11

operating procedure sets out steps (e.g., changes in system configuration, changes in12

system dispatch) that the system operator may take to relieve system loading or other13

reliability concerns.14

In addition to this step, the impedance to flows into the system can be selectively15

increased by adding a series reactor to the PEC-owned portion of one of the Roxboro-16

East Danville lines, and opening the parallel line, resulting in more than double the17

impedance between these two points and restraining additional power flow along this18

path.19
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Q. Since the limits to import capability for the PEC-East BAA are within the AEP1

system, have you discussed the limitation with AEP?2

A. Yes. AEP is aware of the limitations of these facilities (Axton-Danville-East Danville)3

and recognizes that the constraint, in part, results from a de-rating done while they are4

surveying their existing system and recalculate ratings. It is their expectation that the two5

parallel Danville-East Danville lines will be returned to the rating they held as recently as6

two years ago, when AEP de-rated the lines pending their survey. The two parallel7

Axton-Danville 138 kV lines have already been returned to their original ratings of8

394/398 MVA which is approximately 100 MVA higher for each line than was used in9

our studies. AEP currently plans to examine the Danville-East Danville lines and expects10

to return those lines to their original ratings of 384 MVA from the current 275 MVA11

within two years.12

Q. Would these increased ratings affect the results of your calculations of FCITC and13

the need for the proposed reactor project on the Roxboro-East Danville line?14

A. The increased ratings would have a positive impact on the analysis in that it would15

increase the amount of power that could be transferred before the limits on the Axton-16

Danville-East Danville path are encountered. However, to achieve the full increase in17

transfer capability and receive benefit from the other projects described, the reactor18

project is still required. Currently, there are no plans to pursue this project absent the19

merger.20
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Q. Please describe the 2nd project in your permanent mitigation plan, the addition of1

new 3rd Lilesville-Rockingham 230 kV line, and the resulting improvement in the2

FCITC values.3

A. With the reactor addition and operating procedure addressing the Axton-Danville-East4

Danville limits, the existing Lilesville-Rockingham 230 kV transmission lines become5

the next limiting facilities, and the addition of a new line increases the FCITC by6

alleviating this limit. Currently, there are two parallel 230 kV lines between Lilesville7

and Rockingham. The limit identified in the study results from the overload of either one8

of these lines when the parallel line is out. Addition of a third line between these stations9

alleviates the overload for the single contingency condition.10

The Lilesville-Rockingham 230 kV line addition has been identified in previous studies11

by the NCTPC, and by PEC’s own internal studies, as necessary to support additional12

import capability. PEC has identified this addition in response to past requests for13

transmission service related to imports, which have subsequently been withdrawn.14

Currently, there are no plans to pursue this project absent the merger.15

Q. Please describe the Kinston Dupont-Wommack reconductoring project.16

A. The existing Kinston Dupont-Wommack line is approximately 20 miles in length and17

uses a single conductor design. The reconductoring project would replace existing18

conductors and transmission structures to support a bundled conductor design. Currently,19

there are no plans to pursue this project absent the merger.20
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Q. Please describe the project which addresses the Person-Halifax limit identified1

above.2

A. The Dominion portion of the Person-Halifax 230 kV tie line is approximately 20.4 miles3

in length. The reconductoring project would replace existing conductors with conductors4

with greater capacity and would replace some of the transmission structures to achieve a5

summer rating of 712 MVA. Currently, there are no plans to pursue this project absent6

the merger.7

Q. Since the limits to import capability for the PEC-East BAA are within the Dominion8

system, have you discussed the limitation with Dominion?9

A. Yes. Dominion is aware of the limitations of these facilities, and has reviewed the10

proposed solution of reconductoring their portion of the Person-Halifax line, as well as11

the proposed upgrade of the wave traps on the Wake-Carson line, described below. The12

cost and schedule estimates provided below were calculated by Dominion based on their13

engineering evaluation.14

Q. The Durham-East Durham 230 kV tie line with DEC does not appear on your list of15

limiting facilities. Why do you have a project to address this line in your mitigation16

plan?17

A. Each individual project or operating procedure has an impact on the system, changing18

how power flows in the system when compared to the initial state upon which the19

original limits are calculated. In this case, as the projects to address the Axton-Danville-20
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East Danville and Person-Halifax ties with PJM are implemented, the flows across other1

ties with PEC are affected, and new limits may emerge, which can be detected only by2

interim analyses that identify those specific effects. After reviewing the previously3

described projects, we have decided that the Durham-East Durham line becomes a4

limiting facility after implementation of other mitigation projects and must also be5

addressed to achieve the full identified increase in system import capability.6

Q. What action is necessary to eliminate the Durham-East Durham 230 kV line as a7

limit?8

A. The only project required to alleviate the potential facility overload is to change the9

current transformer tap settings, if feasible, or replace the current transformer (CT) at the10

East Durham substation. Currently, there are no plans to pursue this project absent the11

merger.12

Q. The final project you have identified, replacement of wave traps on the Wake-13

Carson 500 kV tie with Dominion does not appear to be tied to the elimination of a14

specific limit. Please describe why this is part of the overall mitigation plan.15

A. Just as the implementation of earlier projects led to the identification of the need to16

address the Durham-East Durham line, so too was the Wake-Carson 500 kV line17

identified as a possible limit to increased imports into the PEC-East BAA. The 500 kV18

tie capability is limited by the wave traps currently in the line on both the PEC and19

Dominion ends, and can easily be upgraded by replacement of those traps. This is not20
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expected to be a significant expense or require a long lead time. The primary benefit of1

this project is an increase to the contract path between PJM and the PEC-East BAA, with2

an increase in the contract path of more than 800 MW. Since the import capability from3

PJM into the PEC-East BAA is actually limited by contract path, i.e., the actual sum of4

the ratings of ties between the two BAAs, the increase of contract path is more beneficial5

to import capability than the FCITC increase resulting from the project. Currently, there6

are no plans to pursue this project absent the merger.7

Q. Please describe the cost and schedule for the projects PEC is proposing.8

A. The Roxboro reactor addition is estimated to cost approximately $6.6 million, with a total9

time to design, acquire materials and construct of two years. PEC currently owns specific10

property that can be used for the reactor site, and it is expected that the reactor will be11

placed along the existing line right-of-way. There are no significant permitting issues.12

Routine permits from state and county agencies will be required.13

The Lilesville-Rockingham 230 kV line construction is expected to cost approximately14

$15.7 million with a two year lead time for engineering and construction. The length of15

the proposed line is approximately 13 miles. PEC already owns the necessary right-of-16

way and has the necessary CPCN from the state of North Carolina. These steps were17

taken in response to the specific request for transmission service by outside parties noted18

above, which were later withdrawn. There are no significant permitting or other issues19
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for this project. Routine permits from state and county agencies will be required. None1

of these are expected to be an impediment to meeting the cost and schedule targets above.2

The reconductoring of the Kinston Dupont-Wommack 230 kV line is expected to cost3

approximately $18 million. The existing Kinston Dupont-Wommack line is4

approximately 20 miles long, and the reconductoring, along with associated required5

changes to the ancillary equipment (CTs) will result in an increase in rating from 597 to6

797 MVA.7

The reconductoring of the Person-Halifax 230 kV tie with Dominion will be8

accomplished within two and one half years, with agreement from Dominion. The9

expected cost is about $16.2 million. Reconductoring is not expected to present any10

significant permitting issues.11

The Durham-East Durham CT uprate is a relatively small project, expected to cost less12

than $500,000, and can be easily scheduled within a two year time window. The13

replacement of the wave traps on the Wake-Carson 500 kV tie line with Dominion is also14

a small project, expected to cost approximately $1.5 million, including any necessary15

engineering for changes to protective relaying equipment, and can be completed in16

approximately 15 months.17

Q. Is it foreseeable or reasonably certain that the projects that PEC is proposing would18

be constructed absent the merger?19
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A. It is not foreseeable or reasonably certain that any of the projects being proposed would1

be constructed absent the Merger. None of these projects appear in PEC's Transmission2

Additions Plan or the State Commission-filed Integrated Resource Plan, and no funding3

has been allocated to any of them in PEC's internal budget. While some of the projects4

have been studied by the NCTPC, none of them currently are in the "planned" category of5

the current NCTPC annual study report4.6

Q. In addition to these six projects, are there any other steps that PEC is taking to7

increase its import capability?8

A. Yes. PEC also is proposing to accelerate the in-service date of the Greenville-Kinston9

Dupont line, which is currently included in PEC's Transmission Additions Plan and the10

State Commission-filed Integrated Resource Plan as a reliability project with a planned11

in-service date of 2017. In conjunction with its six proposed projects, PEC will place the12

Greenville-Kinston Dupont line in service in 2015, at the same time that the13

reconductoring of the Kinston Dupont-Wommack 230 kV line will be completed. While14

the Greenville-Kinston Dupont line does not, by itself, increase PEC's import capability,15

this line in conjunction with the reconductoring of the Kinston Dupont-Wommack 23016

kV line, will address the limit on the Greenville-Everetts 230 kV tie with Dominion.17

Consequently, the Greenville-Kinston Dupont line must be in service in order for the18

reconductoring of the Kinston Dupont-Wommack 230 kV line and all subsequent19

projects described above to increase PEC's import capability as planned.20

4 “Planned” is described as follows: “Projects with this status do not have money in the Transmission Owner’s
current year budget; and the project is subject to change.”
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Q. What additional data did PEC provide for use by Dr. Hieronymus in the current1

market screen evaluations submitted with this filing?2

A. In addition to the FCITC values discussed above, PEC also provided the3

FCITC/Available Transfer Capability (ATC) increases resulting from the projects4

proposed in this filing. ATC provides a measure of the transmission capability from5

adjoining areas into the PEC-East BAA independently. PEC also provided contract path6

limits between adjoining balancing authority areas and the PEC-East BAA, which7

provide a measure of the limits to commercial availability of transmission between8

systems that is sometimes more restrictive than calculated ATCs. The contract path9

limits used in the original analysis were determined by the adjoining balancing10

authorities. The increases in contract path limits were determined by PEC.11

Q. Please describe the results of the FCITC/ATC studies performed to provide inputs12

into the market screen analyses.13

A. In addition to analyzing the FCITC impacts used in the determination of SIL values, PEC14

examined the impacts of the projects on the transmission capability at the interfaces with15

DEC and PJM. This could be viewed as a determination of the ATC at these interfaces.16

However, I want to be very clear in terminology here, because ATC is generally17

considered to be the posted value on the OASIS system associated with a company’s18

open-access transmission tariff, a measure of transmission available to customers for19

service. ATC values are also generally determined and posted only for a projected period20

of 13 months or less, and they reflect current or real-time conditions, which may often be21
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different than the forecast conditions used in the planning realm. The analysis done by1

PEC examined the expected increase to transmission capability on specific interfaces2

when the projects are expected to be placed in service. A similar analysis to the3

FCITC/SIL calculations was performed for the 2015/16 timeframe, and I will refer to this4

additional analysis as FCITC/ATC. The purpose was to determine the change in5

transmission capability resulting from the proposed projects. Based on the described6

approach, the resulting increases to FCITC/ATC interface capabilities are:7

Summer 2015 DEC BAA to PEC-East BAA 550 MW8

Summer 2015 PJM to PEC-East BAA 2328 MW9

In other words, the ability to bring power into PEC- East from DEC is increased by 55010

MW and from PJM by 2328 MW with the proposed projects implemented, when these11

interfaces are looked at independently.12

Q. Please describe the methodology used in more detail.13

A. Generally speaking, the methodology employed to determine the above impacts14

attempted to mimic the methodology employed to determine the ATC values posted in15

real time. Specifically, imports were increased into the PEC-East BAA by increasing the16

generation in the adjoining area (DEC or PJM in separate studies), and decreasing the17

generation in the PEC-East BAA. The PEC-East BAA generation was decreased in18

economic order, i.e., the most expensive generation was reduced first, in order to retain a19

system economic dispatch. This increase/decrease of generation was done until a single20
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contingency resulted in the overload of a facility, as described in the FCITC1

methodology. The import limit is reached when the first facility limit is identified. The2

FCITC/ATC value is identified as the import capability at that first limiting facility.3

Q. Does this conclude your testimony?4

A. Yes.5
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FEDERAL ENERGY REGULATORY COMMISSION 3 

 4 
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Progress Energy, Inc.   )    7 

 8 

Prepared Mitigation Testimony of William H. Hieronymus 9 

 10 

Introduction and Summary 11 

Q. Please state your name and business address. 12 

A. My name is William H. Hieronymus.  My address is Charles River Associates, 13 

Inc., 200 Clarendon Street, T-33. Boston, MA 02116. 14 

Q. Have you testified previously in this proceeding? 15 

A. Yes.  My direct testimony on behalf of Applicants was filed on April 4, 2011.  That 16 

testimony concerned the horizontal and vertical market power effects of the 17 

proposed transaction.  I also provided an affidavit reporting the results of my 18 

analysis of the horizontal market power effects of the then-proposed mitigation 19 

measures on October 17, 2011. 20 

Q. What is the purpose of your testimony at this time? 21 

A. The purpose of my testimony at this time is to provide the Commission with an 22 

analysis of the horizontal market power effects of the mitigation that Applicants 23 
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now propose in response to the Commission’s December 14, 2011 rejection of 1 

Applicants’ October 17, 2011 Compliance Filing. 2 

Q. Would you please briefly overview the proposed mitigation? 3 

A. Yes.  The mitigation is composed of three parts.  Of greatest importance is a 4 

substantial increase in transmission into the Duke Energy Carolinas (“DEC”) and 5 

Progress Energy Carolinas East (“PEC East”) Balancing Authority Areas 6 

(“BAAs”).  This is permanent structural mitigation that will add access to 7 

substantially more competing capacity in the two BAAs than is lost as a result of 8 

the merger eliminating a competitor.  The second part of mitigation is an interim 9 

virtual divestiture, consisting of firm sales of energy and capacity.  The purpose 10 

of the virtual divestiture is to bridge the period between closing the transaction 11 

and the completion of the transmission expansion, expected to be up to three 12 

years.  The interim mitigation eliminates all of the screen failures found in the 13 

Commission’s Merger Order and has been designed to respond fully to the 14 

Commission’s criticisms of the virtual divestiture proposed by Applicants in their 15 

October 17th filing.  The third part is a proffered “stub” mitigation that would be 16 

put in place only to the extent that the Commission believes that the transmission 17 

expansion proposal does not constitute adequate mitigation.  The stub mitigation 18 

consists of a continuing set-aside of transmission capacity from the DEC BAA to 19 

the PEC East BAA to anyone unaffiliated with the Applicants that requests firm 20 

service of any duration.  The set-aside would begin when interim mitigation ends 21 

and continue for as long as the Commission requires.  The amount of 22 

transmission set aside is sufficient to cure the single small screen failure in the 23 
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PEC East BAA that my analysis shows remains after the transmission expansion 1 

is completed notwithstanding the very large increase in transmission access that 2 

is created. The set-aside is limited to the time period in which the screen failure 3 

occurs, the Summer Off-Peak. 4 

Q. Please summarize the results of your analyses. 5 

A. In the analysis that the Commission relied on in the Merger Order, which based 6 

prices on EQR data and the assumption that the depancaking of rates was a 7 

merger-related detriment to competition, there were two screen failures in the 8 

DEC BAA in the base and 10 percent down case and 5 screen failures in the 10 9 

percent up case.  In the PEC East BAA there was one screen failure in the base 10 

and 10 percent down scenarios and 3 screen failures in the 10 percent up 11 

scenario, all occurring in the summer. 12 

Beginning with the interim mitigation, I demonstrate that the virtual divestiture 13 

results in no screen failures in either the DEC or PEC East BAAs in any time 14 

period in any of the three scenarios (base, 10 percent up, 10 percent down).  As I 15 

also shall discuss, the specific form of the virtual divestiture responds to the 16 

Commission’s criticisms of the earlier virtual divestiture offer, particularly in that 17 

the sales are firm, that the identities of the buyers are known and reflected in the 18 

analysis and that the monitoring arrangements are in place. 19 

 The transmission upgrades that constitute the permanent mitigation add access 20 

to substantial amounts of competing capacity.  In the DEC BAA, the First 21 

Contingency Incremental Transfer Capability (“FCITC”) underlying the SIL 22 
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increases from 2,300 MW to 4,830 MW in the summer and from 3,200 MW to 1 

5,200 MW in the winter.  The SIL differs from the FCITC in that the SIL adjusts 2 

FCITC for net area interchange (“NAI”).  Because NAI is not changed by the 3 

transmission enhancements, the change in SIL is identical to the change in 4 

FCITC.1   5 

In the summer season in which the screen failures in PEC East occurred in the 6 

analysis relied on by the Merger Order, the increase in the SIL is from 2,100 MW 7 

to 4,385 MW.  There also is a more than 1,000 MW SIL increase in the winter, 8 

when there were no screen failures before the expansion.  Of course, some of 9 

the increase in the DEC and PEC East SILs is allocated to the merging entities 10 

as a result of transmission proration in the DPT, so that not all of the increase is 11 

an increase in competing generation.  Nevertheless, the increase in access to 12 

competing capacity substantially more than offsets the loss of Duke Energy as a 13 

competitor in the PEC East BAA and Progress Energy Carolinas in the DEC 14 

BAA.  The net increase in access to competing capacity (after removing the 15 

shares allocated to Duke Energy) in the PEC East market is as much as 2,000 16 

MW in some summer peak seasons and at least 1,300 MW in other summer 17 

periods.  This can be compared to a range of zero to 755 MW of pre-merger 18 

Duke Energy Available Economic Capacity (“AEC”) in the PEC East market (at 19 

most 543 MW in the summer season in which screen failures occurred) in the 20 

analysis relied on in the Merger Order.  In the DEC BAA, the increased supply 21 

                                                           
1  NAI has the same meaning as the “Net Scheduled Interchange” in Mssrs. Waters’ and Ernst’s 

testimonies. 
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from competing sellers ranges from about 2,400 MW on-peak to about 1,900 MW 1 

off-peak in the summer and about 2,000 MW on-peak and 1,600 MW off-peak in 2 

the winter.  In the analysis used in the Merger Order the range of Progress 3 

Energy Carolinas pre-merger AEC in the DEC BAA was zero to 318 MW.  4 

Hence, the transmission upgrades result in wholesale customers located in the 5 

Applicants’ BAAs having access to substantially more competing capacity than 6 

before the merger and access to new competing capacity that is several times 7 

the competing capacity lost as a result of the merger. 8 

 Despite the increase in access to competing capacity, there remains a single 9 

screen failure, in the off-peak summer period in the PEC East BAA.  This occurs 10 

in the base case.  The post-mitigation market is only moderately concentrated 11 

with an HHI of 1,402 and the change in HHI is 101, barely above the 100 point 12 

threshold.  To put this in proper perspective, if Duke Energy were allocated about 13 

5 MW less into the PEC East market, the HHI change would be reduced to below 14 

100 points.   15 

 The stubbornness of this screen failure is surprising in view of the fact that 16 

permanent mitigation significantly enlarges the PEC East market and far more 17 

than replaces the loss of Duke Energy as a competitor.  While the failure is 18 

trivially small, I had expected it to disappear, as did the failures in the DEC BAA.  19 

Its persistence arises primarily from the fact that the increase in the PEC East 20 

SIL also increases the amount of Duke Energy AEC that is allocated into the 21 

PEC East BAA.  Thus, the transmission improvements designed to increase 22 

competing capacity also increase the amount of imports attributed to Applicants.  23 



         Testimony of William H. Hieronymus 
  Page 6 of 25 
 

Hence, while mitigation has the intended effect of diluting the market share 1 

attributable to Progress Energy Carolina’s generation located within the PEC 2 

East BAA, it also increases  the amount of Duke Energy generation deemed to 3 

participate in the PEC East market.  Of course, it does not make the market less 4 

competitive for wholesale customers to have access to more Duke Energy 5 

generation along with more competing generation. This phenomenon does, 6 

however, substantially increase the amount of transmission mitigation required to 7 

cure screen failures. 8 

 My recommendation is that the Commission should approve the merger based 9 

solely on the interim mitigation and permanent transmission expansion 10 

mitigation.  If, however, the Commission determines that additional mitigation is 11 

required to eliminate this single, two point, off-peak screen failure, only a slight 12 

amount of additional mitigation, beyond the proposed transmission 13 

enhancements, would be required.  For this reason, to the extent that the 14 

Commission determines that additional mitigation is required, Applicants  would 15 

offer  the “stub” mitigation transmission set-aside proposal, which will give non-16 

affiliated suppliers access priority to firm transmission from DEC to PEC East in 17 

the summer off-peak period in which the failure occurs.  My analysis of the stub 18 

mitigation demonstrates that when the set aside transmission is allocated pro 19 

rata to others in a manner consistent with how the DPT screens are performed, 20 

the screen failure is indeed eliminated.  21 

22 
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 Mitigation Requirements 1 

Q. What guidance has the Commission given Applicants about what must be done 2 

to allay the Commission’s horizontal market power concerns relating to this 3 

transaction? 4 

A. The Commission guidance is in two Orders: The Order on Disposition of 5 

Jurisdictional Facilities and Merger (the “Merger Order”), dated September 30, 6 

2011, and the Order Rejecting Compliance Filing (the “Compliance Order”) dated 7 

December 14, 2011. 8 

Q. What instruction did the Merger Order give concerning mitigation? 9 

A. The Merger Order found that the transaction would result in “significant screen 10 

failures in the horizontal market power analysis” and conditioned its approval of 11 

the transaction on its subsequent approval of mitigation measures to be 12 

proposed by Applicants.  It further indicated that acceptable forms of mitigation 13 

could include joining a Regional Transmission Organization (“RTO”), 14 

implementing an independent coordinator of transmission arrangement, 15 

generation divestiture, virtual divestiture and/or transmission upgrades.  16 

Applicants were invited to make a compliance filing proposing mitigation “that 17 

would be sufficient to remedy the screen failures identified below.”   18 

Q. On what basis did the Commission conclude that, without mitigation, the merger 19 

would result in a market power problem in the DEC and PEC East BAAs? 20 
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A. In its discussion, the Commission placed primarily reliance on the AEC screens 1 

provided in response to a Staff request for screen results based on Electric 2 

Quarterly Reports (“EQR”) prices and treating rate depancaking as merger-3 

related.  The Commission found that there were 3 screen failures in the DEC 4 

BAA base case, 5 failures in the 10 percent up case and 2 failures in the 10 5 

percent down case.2  Moreover, most of the failures were in highly concentrated 6 

markets in which Applicants’ market share was high.  In the PEC East market, 7 

there was 1 failure in the base case, 3 failures in the 10 percent up case and 1 in 8 

the 10 percent down case.  These markets generally were only moderately 9 

concentrated, but Applicants’ post-transaction shares were relatively high.  There 10 

were no failures in the Progress Energy Carolinas-West BAA. 11 

Q, What standard did the Commission apply in concluding that these screen failures 12 

were a cause for concern? 13 

A. The Commission stated that it “is normally concerned with cases where there are 14 

systematic screen failures, where screen failures ‘present a consistent pattern 15 

across time periods and/or markets.’  The Commission has indicated that 16 

systematic screen failures in markets that are highly concentrated and where an 17 

entity seeking authorization has a significant share of the market are a cause for 18 

concern.”3  The Commission then concluded that those conditions were present 19 

in the DEC market, primarily based on the fact that screen failures occurred in all 20 

three scenarios and in both winter and summer seasons.  In the PEC East 21 

                                                           
2  There were no failures in the shoulder months. 
3  Merger Order, P 134. 
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market, the Commission appears to have relied on the facts that there was at 1 

least one screen failure in each of the scenarios and in three of the four summer 2 

time periods in the 10 percent up scenario. 3 

Q. Do you conclude from this that Applicants are required to eliminate all of the 4 

screen failures in all of the markets in all of the scenarios? 5 

A. No.  However, out of an abundance of caution, Applicants have designed 6 

mitigation (the “stub” mitigation) to cure the last remaining screen failure in the 7 

event that the Commission determines such mitigation to be necessary.  The 8 

whole logic of the Commission’s finding of a market power concern in the Merger 9 

Order is based on the existence of “systematic screen failures” or a “consistent 10 

pattern” of screen failures.  I recognize that there is no bright-line test of 11 

“systematic.”  However, one failure in one scenario in one market/time period 12 

cannot be systematic.  This is particularly true given that the screen failure is 13 

relatively minor (an HHI change of 101, only 2 points above the threshold).  14 

Further, the failure occurs in an off-peak period when it is difficult to use the 15 

baseload generation that predominates in off-peak markets to execute a 16 

profitable withholding strategy. 17 

Q. Is there any additional reason to conclude that Applicants’ proposed permanent 18 

mitigation should be accepted despite the single small screen failure? 19 

A. Yes.  As I have discussed, Applicants have proposed transmission 20 

enhancements that far more than replace the loss of Duke Energy as a 21 

competitor in the PEC East market.  In the time period in which the screen failure 22 
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remains, the loss of 543 MW of competition from Duke Energy is replaced by 1 

1,887 MW of new competing capacity.4 2 

Q. Does the Compliance Order provide any more guidance on this point? 3 

A. No.  The rejection of the proposed mitigation was not based on the number or 4 

size of screen failures that might remain (there were none), but on specific 5 

characteristics of the virtual divestiture and the assumptions made in the analysis 6 

concerning the sale of the virtually divested energy. 7 

Interim Mitigation 8 

Q. In your summary you noted that Applicants’ mitigation relies on transmission 9 

system expansion and that the time required to achieve the expansion creates a 10 

need for interim mitigation.  The Revised Compliance Filing explains the various 11 

aspects of the interim mitigation, including the size, nature and duration of it as 12 

well as the role of the Independent Monitor.  What aspects of the mitigation are 13 

relevant to your analysis of its effects on the DPT? 14 

A. In the Compliance Order, the Commission did not dispute that the amount of 15 

mitigation then proposed would be sufficient to cure the screen failures under the 16 

assumptions contained in my analysis.  However, the Commission found that 17 

some of those assumptions might not be valid.  In particular, it found that 18 

Applicants’ assumption that the mitigation energy would be sold equally to two 19 

new entrants was potentially essential in demonstrating that screen failures 20 

                                                           
4  This is computed as the 2,285 MW of additional SIL minus the share of the increase allocated to 

Duke Energy, which is 398 MW. 
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would be cured and that the assumption was unsupported.  The Commission 1 

also voiced concerns about limitations Applicants had placed on who could 2 

acquire the energy and on the nature of the product and concluded that the 3 

product might go unsold and hence that Applicants would not relinquish control of 4 

the supplies.  5 

 Applicants have substantially revised the mitigation to take these and other 6 

concerns into account.  The changes are detailed in the Revised Mitigation Filing.  7 

Applicants also have limited the role of the virtual divesture to interim rather than 8 

primary mitigation.  Among other things, this moots the Commission’s concern 9 

with the 8-year limit on the term of the virtual divestiture that Applicants had 10 

proposed in their initial mitigation filing.   11 

 The attributes of the now-proposed interim mitigation that matter to my DPT 12 

analysis are: 13 

• Quantity.  The quantities were calculated by computing the amount that 14 

was required to cure all of the screen failures, assuming that the divested 15 

amounts are properly attributed to the actual buyers of divested energy. 16 

Mitigation quantities have been rounded up to create standard products 17 

(i.e., units of 25 MW for light load and heavy load periods).  In the DEC 18 

BAA, the quantities are: 19 

o Summer Peak – 150 MW 20 

o Summer Off-Peak – 300 MW 21 

o Winter Peak – 25 MW 22 
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o Winter Off-Peak – 225 MW 1 

 In the PEC East BAA, the quantities are:  2 

o Summer Peak – 325 MW 3 

o Summer Off-Peak – 500 MW 4 

• The party to whom the divested capacity and energy is sold.  Applicants 5 

have identified the specific parties to whom the divested capacity is sold 6 

and the amounts each is purchasing.  The buyers are Cargill Power 7 

Markets, LLC, EDF Trading North America, LLC, and Morgan Stanley 8 

Capital Group, Inc, and the amounts of their purchase obligations are 9 

shown on Exhibit WHH-1.  These buyers do not own or control any 10 

generation capacity in the two BAAs, and do not own or control sufficient 11 

amounts of capacity in interconnected BAAs to result in material shares of 12 

capacity in those BAAs.  Since I know who the buyers are, I have been 13 

able to perform the DPT based on their specific circumstances and have 14 

confirmed that the screens are passed with the divested capacity being 15 

sold to these specific buyers. 16 

• The indicia of a change in control.  With virtual divestiture the key issue is 17 

whether the power sales eliminate the seller’s ability to use the capacity at 18 

issue to raise prices or to benefit with respect to the capacity from raising 19 

prices by withholding other capacity.  The fact that the sale is firm must-20 

sell, must-take at prices established before the transaction is completed 21 

meets that criterion.  22 
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• The strike price of the sale. The heat rates at which the divested 1 

generation is priced are reflected in Exhibit WHH-1, which summarizes the 2 

interim divestiture proposal quantitative characteristics.  I have confirmed 3 

that these heat rates make the divested capacity “economic” in the context 4 

of the DPT.  That is, at the heat rates and fuel costs underlying the model 5 

relied on in the Merger Order, Applicants are selling capacity that qualifies 6 

as AEC and hence cures the screen failures.  I note further that since the 7 

sale is a firm sale, there can be no concern that the price could cause the 8 

buyer to not take the energy and capacity and hence leave it with the 9 

Applicants. 10 

Q. How have you analyzed the interim mitigation proposal? 11 

A. I have used the same model and data that the Commission relied on in its 12 

Merger Order to analyze the transaction on a post-interim mitigation basis.  13 

Specifically, the analyses relied on are the model runs requested by Staff on 14 

August 22, 2011 that based the base case and scenario DPTs on EQR prices.  15 

Beginning from this starting point of the analysis that the Commission relied on in 16 

the Merger Order, all that is changed is to reassign the capacity amounts of the 17 

virtually divested capacity from the Applicants to the actual buyers. 18 

Q. What does your analysis show for the DEC BAA? 19 

A. My analysis is summarized in Exhibit WHH-2. This analysis shows the pre-20 

merger HHIs, the post-merger HHIs and the post interim mitigation HHIs and 21 

changes in HHIs for all three scenarios and all 10 time periods.  There are no 22 
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screen failures.  In the base case, the HHI changes relative to the pre-merger 1 

HHI are negative in both of the time periods in which screen failures had 2 

occurred.  In the 10 percent up price sensitivity, the HHI changes are negative in 3 

the three summer time periods in which screen failures had occurred.  In the 4 

winter period where a screen failure had occurred, the HHI change is 47, below 5 

the bottom of the 50-100 point range signaling a basis for concern.  In the 10 6 

percent down price sensitivity, the HHI change is negative in both off-peak 7 

periods in which screen failures had occurred.  8 

Q. What does your analysis show for the PEC East BAA? 9 

A. These results are shown in Exhibit WHH-3 which parallels WHH-2.  In the base 10 

case, there had been a screen failure in one time period.  The virtual divestiture 11 

results in a small negative change in the HHI relative to the pre-merger case, so 12 

the screen is quite comfortably passed.  In the 10 percent up price sensitivity, 13 

there had been three screen failures, all in the summer.  In the Super-Peak-2 14 

period and off-peak period, the HHI changes are negative.  In the Peak period, 15 

the HHI change is positive and substantial, but the post-mitigation HHI is less 16 

than 1,000, so the screen still is passed.  In the 10 percent down price sensitivity, 17 

the HHI change is negative in the one period in which a screen failure had 18 

occurred.  19 

Q. What do you conclude concerning interim mitigation based on these analyses? 20 

A. These analyses demonstrate that the interim mitigation eliminates all of the 21 

screen failures that had caused the Commission to be concerned in its Merger 22 
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Order and hence should be sufficient mitigation for the interim period to which it 1 

applies. 2 

Permanent Mitigation 3 

Q. Applicants are proposing to use transmission expansion as the permanent or 4 

non-interim mitigation of the effects of the transaction. Have you summarized 5 

what they are proposing to do in a manner that reflects how it is used in your 6 

DPT analyses? 7 

A. Yes.  The transmission enhancements and the analysis of the interface 8 

capacities that they create are discussed extensively in the testimonies of 9 

Samuel S. Waters and Henry Edwin Ernst, Jr.  The elements of their analysis 10 

that must be abstracted for use in my DPT analyses are shown in Exhibit WHH-11 

4.   12 

 The first block of the exhibit shows the increase in the FCITCs underlying the 13 

SILs for the PEC East and DEC BAAs for each season.  The increases are very 14 

substantial, particularly in the summer, the only season in which a screen failure 15 

occurred in the PEC East BAA in the merger analysis relied on by the 16 

Commission.  The winter upgrades are also substantial.   17 

 The second block of the exhibit shows the SIL values.  SIL values differ from 18 

FCITC values to reflect NAI.  Since NAI is not changed as a result of the 19 

enhancements, the increase in the SIL values is equal to the increase in the 20 

FCITCs.  For PEC East, the size of the NAI is such that the SIL exceeds the 21 

FCITC, while for the DEC BAA the NAI makes the SIL slightly less than the 22 
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FCITC.  For PEC East, the summer SIL is nearly doubled, increasing from 2,637 1 

MW to 4,922 MW.5  The winter SIL increases by about 25 percent, to 6,063 MW.  2 

There also is a small increase in the shoulder SIL.  For the DEC BAA, the 3 

summer SIL is more than doubled, from 2,279 MW to 4,809 MW.  There also is a 4 

large increase in the winter SIL, from 3,011 MW to 5,011 MW.  There are no 5 

increases in the shoulder SIL.6  However, there were no shoulder screen failures. 6 

 The third block of the exhibit shows the path limits for the interfaces affected by 7 

the transmission upgrades.  The model that I use for DPT analyses, CASm, has 8 

a relatively rich transmission taxonomy.  While the increase in imports from a 9 

transmission upgrade is limited overall by the increase in the SIL, the distribution 10 

of the increase among suppliers depends on which interfaces are impacted by 11 

the upgrades.  In this case, all of the enhancements increase the interface 12 

capability between PJM and the two Applicants, or between the two Applicants.  13 

None affect ATCs into Applicants’ BAAs from other BAAs.  Hence, the post-14 

mitigation SIL will be distributed differently among external suppliers than was 15 

the pre-mitigation SIL.  Suppliers in PJM and DEC will have a higher share, and 16 

suppliers in, for example, the Southern BAA, will have lower shares.  Since 17 

                                                           
5  In performing my analysis, I discovered that the pre-merger and pre-mitigation SIL values provided to 

me for use in my initial analysis reflected rounding the FCITCs down to the nearest 100 MW.  I then 
adjusted these rounded values for the NAI to arrive at the SIL.  It would have been slightly more 
accurate to have used the unrounded FCITCs as I have done in the analysis submitted with this 
testimony.  It should be noted that the results induced by rounding slightly decreased the market size 
in the initial merger testimonies and hence slightly increased Applicants’ market shares.  Hence, the 
use of rounded values was an unintended conservativism.   

6  The lack of change in the shoulder SIL is because the bottlenecks relieved by the transmission 
upgrades are not the limiting elements in the shoulder seasons. 
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Applicants own no generation in these markets for which shares are decreased, 1 

this increases the amount of mitigation required to cure the screen failures. 2 

 The fourth block of the exhibit shows the differences between the increased ATC 3 

amounts calculated in the transmission planning models relied on and described 4 

in Mssrs. Waters’ and Ernst’s testimonies and the increases shown in the 5 

previously described third block that were used in the CASm model.  The 6 

difference reflects the extent, if any, by which the increases in contract path limits 7 

are less than the ATC increases.  The source of contract path information is 8 

described in Mr. Waters’ and Mr. Ernst’s testimonies.   9 

Q. Please describe the results of your analysis of the transmission enhancements 10 

and their effects on the DPT screens for the DEC BAA. 11 

A. These results are shown on Exhibit WHH-5.  The exhibit summarizes a complete 12 

AEC DPT analysis based on the price scenarios that the Commission relied on in 13 

the Merger Order.  The three blocks are for the base case, the 10 percent up 14 

price sensitivity and the 10 percent down price sensitivity respectively.  The 15 

exhibit shows that, without exception, all of the screen failures for the DEC BAA 16 

are eliminated.  For example, in the base case, the two screen failures were in 17 

the Summer Off-Peak and Winter Off-Peak periods.  This is shown in the “Post-18 

Merger” columns, with a Summer Off-Peak market share of 62.4 percent, an HHI 19 

of 3,963 and an HHI increase of 529.  In the winter, the share is 46.3 percent, the 20 

HHI is 2,262 and the change in HHI is 299.  Post-mitigation, the Summer Off-21 

Peak market share drops to 47.8 percent and the HHI to 2,391.  The change in 22 
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HHI relative to the pre-merger market is minus 1,043.  Hence the transmission 1 

upgrades not only eliminate the screen failure, they make the market 2 

substantially less concentrated than it was before the merger.  The winter result 3 

is similar.  Not only is the screen failure eliminated but the HHI is reduced to the 4 

extent that a market that was highly concentrated before the merger is only 5 

moderately concentrated after the merger, once mitigation is taken into account. 6 

Q. What are the results for the two price sensitivities?  7 

A. The results for the two price sensitivities are similar.  In the 10 percent up case, 8 

there were five screen failures resulting in four highly concentrated markets.  In 9 

each of the five cases, mitigation not only eliminates the screen failures but also 10 

reduces the HHIs to substantially below the pre-merger levels.  Post mitigation, 11 

there is only one highly concentrated time period, three less than before 12 

mitigation and also three less than before the merger.  In that period, the HHI is 13 

1,000 points lower than the pre-merger HHI.  In the 10 percent down case, HHIs 14 

are less than pre-merger except for two time periods where there are very slight 15 

increases in very unconcentrated markets.  Pre-merger there were two highly 16 

concentrated time periods and two moderately concentrated periods.  Post 17 

mitigation there are no highly concentrated periods and only two moderately 18 

concentrated periods.  Both of these are substantially less concentrated than 19 

before the merger. 20 
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Q. Where are the results of the DPT for the PEC East market? 1 

A. These are contained in Exhibit WHH-6.  The structure of this exhibit is identical to 2 

Exhibit WHH-5, with blocks showing the pre-merger, post-merger-pre-mitigation 3 

and post-mitigation analyses. 4 

Q. What are the results of mitigation for the base case? 5 

A. In the initial merger analysis, the PEC East market was substantially less 6 

concentrated than the DEC market both pre-merger and post-merger.  There was 7 

only one time period pre-merger when the market was moderately concentrated 8 

and none when it was highly concentrated.  Post-merger, the moderately 9 

concentrated time period, the Summer Off-Peak, became highly concentrated, 10 

with the HHI going from 1,301 to 2,194. 11 

 The transmission enhancements essentially return the situation to pre-merger 12 

conditions, with only one period that is moderately concentrated and no highly 13 

concentrated periods.  However, there still is just enough of an increase in 14 

concentration to cause a minor screen failure, with the Summer Off-Peak HHI 15 

going from 1,301 to 1,402.  As I noted previously, the relatively small size of the 16 

screen failure is illustrated by calculating how many MW of imports from Duke 17 

Energy would need to be eliminated to cure the screen failure, which is only 5 18 

MW.   19 

Q. What are the results for the two sensitivities? 20 
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A. There are no screen failures in either sensitivity.  In the 10 percent up case, 1 

without mitigation there were three screen failures, all in the summer.  Post-2 

mitigation, the two time periods that had gone from unconcentrated to moderately 3 

concentrated are returned to being unconcentrated.  The Summer Off-Peak time 4 

period, which had moved from moderately to highly concentrated, is returned to 5 

being moderately concentrated and the HHI change is only 22 points.  6 

 In the 10 percent down period prior to mitigation there had been a screen failure 7 

in the Summer Off-Peak period as a result of the merger, albeit the market 8 

remained only moderately concentrated as it had been pre-merger.  The 9 

transmission expansion lowers the HHI to substantially below pre-merger levels, 10 

so that the market becomes unconcentrated.  Indeed, in this scenario, the post-11 

mitigation market is unconcentrated in all time periods. 12 

Q. You reported earlier that the transmission expansion increases access to 13 

competitive supplies relative to pre-merger.  Please elaborate. 14 

A. Transmission expansions may be viewed as having two effects, which the 15 

Commission has recognized in past orders.  One effect, which I primarily have 16 

focused on here, is that, as a result of market expansion, screen failures are 17 

eliminated.  However, the second, and at least equally important effect, is that 18 

the market expansion fully – or even more than fully – replaces the reduction in 19 

competitive supply resulting from the loss of a competitor.  As I described earlier, 20 

the net increase in access to competing capacity (after taking into consideration 21 

shares allocated to Applicants) far exceeds the loss of previously-competing 22 
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supply arising from the merger.  As a result, the transmission upgrades give 1 

wholesale customers located in the Applicants’ BAAs access to substantially 2 

more competing capacity than before the merger.  Both the market expansion 3 

and the increase in rival capacity are shown in Exhibit WHH-7.   4 

 Exhibit WHH-7 shows the calculation of the amount of the increase in access to 5 

competing generation in the seasons in which screen failures had occurred in the 6 

analysis relied on by the Merger Order, the summer season for the PEC East 7 

BAA and the summer and winter for the DEC BAA.  In the base case, the 8 

increase in access to rival capacity in the DEC BAA is between 1,900 MW and 9 

2,400 MW in the summer and between 1,700 MW and 2,000 MW in the winter.  10 

The results for the two sensitivities are similar.  In the PEC East BAA, the access 11 

to rival capacity in the summer increases by between 1,300 MW and 2,100 MW.  12 

Results for the 10 percent up price sensitivity scenario are similar.  In the 10 13 

percent down scenario, the range is narrower, from 1,850 MW to 2,200 MW. 14 

 Thus, after the merger and the transmission expansions, wholesale customers in 15 

the Applicants’ BAAs will have access to approximately 50 to 100 percent more 16 

competitive supply than before the merger.  Stated somewhat differently, the 17 

increase in competing supplies is several times the competing capacity that is 18 

lost as a result of the merger.  This fact alone demonstrates that the mitigation 19 

package makes the markets more competitive than before the merger. 20 

“Stub” Mitigation 21 

Q. Please describe the purpose of the “stub” mitigation. 22 
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A. As I discussed previously, completion of the transmission enhancements 1 

designed to mitigate the horizontal market power effects of the merger solves all 2 

but one small screen failure, an HHI change of 101 in a moderately concentrated 3 

market, specifically the Summer Off-Peak period in the PEC East market.  4 

Applicants have designed the stub mitigation as a way of resolving the small off-5 

peak screen failure in the event that the Commission determines that additional 6 

mitigation is required. 7 

Q. What is the proposed stub mitigation? 8 

A. Applicants propose to set aside 25 MW of transmission on the DEC-PEC East 9 

interface.  As I shall demonstrate, the amount of set-aside required to solve the 10 

screen failure is less than this.  The size of the set-aside was chosen partly to be 11 

conservative and partly so that it will match the size of standard energy products.  12 

Applicants will not reserve transmission on a firm basis in amounts that reduce 13 

the amount of transmission from the DEC to PEC East BAAs then-available to 14 

others below 25 MW.  As third-parties reserve new firm transmission across the 15 

interface, the set aside will be reduced commensurately (that is, a portion of the 16 

set aside will be “used up” by being allocated to a specific third party).  A part of 17 

the set-aside commitment is that the Applicants will not assert native load priority 18 

with respect to the set aside.  These commitments will be monitored by an 19 

independent monitor.  While Applicants will continue to have a non-discriminatory 20 

right to use this capacity on a non-firm basis, the capacity can be claimed by any 21 

unaffiliated party that makes a firm reservation of any duration.  If the 22 

Commission chooses to require the stub mitigation, it will begin at the time that 23 
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the interim mitigation ends, which implicitly is also after the transmission 1 

enhancements are completed. 2 

Q. How have you modeled the stub mitigation? 3 

A. The basic method of transmission allocation in DPT analyses is to prorate 4 

available transmission capacity among the Available Economic Capacity (or 5 

Economic Capacity if relevant) of all suppliers with supplies in the BAA(s) behind 6 

the interface. This includes capacity allocated into the BAA from behind the 7 

interface from its first tier BAAs other than the BAA that is the target market for 8 

the DPT.  The exception to this proration arises from either firm reservations or 9 

native load priority.  In the instant case, there is no party with an ongoing firm 10 

reservation for this new capacity, so there is no single party to whom it can be 11 

allocated.  Hence, the capacity is subject to proration.  However, since all other 12 

potential users can, by making a firm reservation, take any proratable capacity 13 

away from Duke Energy, all other potential users have priorities ahead of Duke 14 

Energy.  Hence, the proration should be among all other suppliers (including 15 

imports from other BAAs) that have supplies within the DEC BAA that can 16 

compete to sell into the PEC East BAA. 17 

 This is what I have implemented.  The set aside amount is prorationed only 18 

among suppliers with capacity behind the interface that are not affiliated with the 19 

Applicants.  The remainder of capacity that is not subject to the set-aside, both 20 

existing and newly existent as a result of the permanent mitigation, is prorationed 21 

among all such suppliers including Duke Energy. 22 
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Q. Does your analysis confirm that the set aside resolves the screen failure? 1 

A, Yes.  This result is shown on Exhibit WHH-8.  There had been a single screen 2 

failure in the Summer Off-Peak period.  The exhibit shows that the failure is 3 

eliminated, i.e., that the HHI increase is less than 100 points.  The analysis also 4 

confirms that the size of the screen failure in MW had been very small.  The stub 5 

mitigation reduces Duke Energy’s share of the PEC East market by 13.5 MW and 6 

this is enough to lower the HHI increase to below 100 points. 7 

Conclusions and Recommendation 8 

Q. What do you conclude, and what recommendation do you make to the 9 

Commission on the basis of the analyses you have described? 10 

A. In the Merger Order, the Commission conditionally approved the transaction, 11 

subject to Applicants proposing mitigation that resolves the horizontal market 12 

power problems that it identified in the Order.  The Commission subsequently 13 

rejected the mitigation previously proposed by the Applicants.  Applicants now 14 

have entirely revised the approach to mitigation.  The virtual mitigation is now 15 

only an interim mitigation and has been revised to moot the Commission’s 16 

criticisms of the initial version.  I have shown that the interim mitigation eliminates 17 

all screen failures in the interim period and I recommend that the Commission 18 

find that this is so. 19 

 Applicants’ permanent mitigation consists of massive increases in transmission 20 

capacity into the two BAAs in which screen failures had occurred in the DPT that 21 

the Commission relied on in the Merger Order.  These increases far more than 22 
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offset the amount of competing capacity lost as a result of the merger.  It also 1 

resolves all of the screen failures in all of the price scenarios in the DEC BAA 2 

and all but one small off-peak screen failure in the PEC East BAA.  A single, 3 

small screen failure in a moderately concentrated off-peak market hardly 4 

constitutes systematic screen failures, the Commission’s stated basis for market 5 

power concerns arising from DPT analyses.  I therefore recommend that the 6 

Commission find that the permanent mitigation resolves its market power 7 

concerns expressed in the Merger Order. 8 

 In the event that the Commission finds that the transmission expansion by itself 9 

is not adequate as a result of the remaining small screen failure, Applicants have 10 

devised a stub mitigation consisting of a permanent set aside of transmission that 11 

can be reserved only by competing generators in the market and time period in 12 

which the remaining screen failure occurs.  I have demonstrated that the stub 13 

mitigation indeed does cure the screen failure.  While my primary 14 

recommendation is that the Commission not require the stub mitigation, I 15 

recommend that if the Commission determines that all screen failures must be 16 

eliminated, that it find that the stub mitigation eliminates the screen failure. 17 

Q. Does this complete your testimony? 18 

A. Yes, it does. 19 
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Exhibit WHH-1

 

Duke Energy Carolinas BAA (DUK)

MW
Heat Rate 
(btu/kWh) Cargill EDF MS

Summer On-Peak 150 10,000               150 0 0
Summer Off-Peak 300 7,000                  300 0 0

Winter On-Peak 25 8,950                  25 0 0
Winter Off-Peak 225 7,000                  225 0 0

Progress Energy Carolinas East BAA (CPLE)

MW
Heat Rate 
(btu/kWh) Cargill EDF MS

Summer On-Peak 325 10,000               100 100 125
Summer Off-Peak 500 7,000                  100 100 300

Interim Mitigation
Sales Divestiture Commitments

Buyer(s)

Buyer(s)



Exhibit WHH-2

Duke Energy Carolinas BAA

Market 
Share HHI

HHI 
Chg.

Divested 
MW

Market 
Share HHI

HHI 
Chg.

S_SP1 1126 26.3% 1126 -       150 22.5% 951 (175)     
S_SP2 2277 46.5% 2349 72        150 43.3% 2066 (211)     
S_P 1815 41.0% 1813 (2)         150 36.9% 1514 (301)     
S_OP 3434 62.4% 3963 529      300 56.0% 3236 (199)     
W_SP 405 1.4% 378 (27)       25 1.4% 371 (35)       
W_P 1091 31.3% 1168 76        25 30.7% 1132 41         
W_OP 1963 46.3% 2262 299      225 42.4% 1933 (30)       
SH_SP 1472 36.4% 1475 3          0 36.4% 1475 3           
SH_P 460 0.6% 494 35        0 0.6% 494 35         
SH_OP 371 0.9% 402 31        0 0.9% 402 31         

Market 
Share HHI

HHI 
Chg.

Divested 
MW

Market 
Share HHI

HHI 
Chg.

S_SP1 1131 26.7% 1137 5          150 22.9% 959 (172)     
S_SP2 2332 48.8% 2567 235      150 44.7% 2194 (137)     
S_P 2722 52.4% 2866 144      150 48.7% 2509 (213)     
S_OP 3475 63.1% 4047 572      300 56.9% 3335 (140)     
W_SP 554 17.5% 560 6          25 16.7% 533 (21)       
W_P 1090 32.0% 1202 112      25 31.5% 1166 76         
W_OP 2014 47.7% 2394 380      225 43.9% 2062 47         
SH_SP 1779 38.4% 1779 -       0 38.4% 1779 -       
SH_P 464 3.4% 446 (17)       0 3.4% 446 (17)       
SH_OP 642 21.0% 791 149      0 21.0% 791 149       

Market 
Share HHI

HHI 
Chg.

Divested 
MW

Market 
Share HHI

HHI 
Chg.

S_SP1 786 1.6% 789 3          150 1.4% 732 (54)       
S_SP2 1488 32.6% 1489 1          150 28.7% 1264 (224)     
S_P 1820 41.1% 1826 6          150 37.0% 1527 (293)     
S_OP 2027 47.8% 2427 400      300 39.5% 1757 (269)     
W_SP 400 0.0% 385 (15)       25 0.0% 378 (22)       
W_P 516 16.8% 555 39        25 16.1% 532 16         
W_OP 1530 40.0% 1756 227      225 35.7% 1455 (75)       
SH_SP 393 0.0% 404 11        0 0.0% 404 11         
SH_P 432 0.9% 348 (85)       0 0.9% 348 (85)       
SH_OP 405 0.1% 387 (18)       0 0.1% 387 (18)       

Pre-
Merger 

HHI

Post-Merger Post-Mitigation

Interim Mitigation 
Post-Mitigation Screen Results, Available Economic Capacity

Base Prices
Pre-

Merger 
HHI

Post-Merger Post-Mitigation

Price increase 10%
Pre-

Merger 
HHI

Post-Merger Post-Mitigation

Price decrease 10%
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Progress Energy Carolinas East BAA

Market 
Share HHI

HHI 
Chg.

Divested 
MW

Market 
Share HHI

HHI 
Chg.

S_SP1 524 4.0% 476 (48)       325 3.1% 422 (102)     
S_SP2 590 25.6% 897 307      325 13.5% 473 (116)     
S_P 368 8.7% 392 24        325 7.3% 350 (18)       
S_OP 1301 45.4% 2194 894      500 33.1% 1290 (11)       
W_SP 466 2.0% 393 (73)       0 2.0% 388 (78)       
W_P 336 13.5% 431 96        0 13.4% 424 89         
W_OP 568 28.2% 992 424      0 27.1% 931 363       
SH_SP 413 6.6% 430 17        0 6.6% 430 17         
SH_P 447 0.8% 498 51        0 0.8% 498 51         
SH_OP 381 4.2% 412 32        0 4.2% 412 32         

Market 
Share HHI

HHI 
Chg.

Divested 
MW

Market 
Share HHI

HHI 
Chg.

S_SP1 465 5.4% 441 (24)       325 4.2% 392 (73)       
S_SP2 699 31.1% 1170 471      325 19.7% 635 (64)       
S_P 729 35.3% 1445 715      325 26.8% 939 210       
S_OP 1379 45.5% 2205 826      500 33.6% 1321 (58)       
W_SP 394 1.7% 409 15        0 1.7% 404 11         
W_P 353 14.0% 452 100      0 13.9% 447 95         
W_OP 598 27.8% 988 391      0 26.8% 935 338       
SH_SP 443 8.9% 421 (22)       0 8.9% 421 (22)       
SH_P 460 10.3% 451 (9)         0 10.3% 451 (9)          
SH_OP 822 26.6% 932 110      0 26.6% 932 110       

Market 
Share HHI

HHI 
Chg.

Divested 
MW

Market 
Share HHI

HHI 
Chg.

S_SP1 567 1.5% 517 (50)       325 1.3% 449 (118)     
S_SP2 485 4.6% 440 (45)       325 2.7% 394 (91)       
S_P 339 8.1% 367 28        325 6.8% 331 (8)          
S_OP 1198 35.4% 1423 224      500 26.5% 925 (273)     
W_SP 524 0.0% 445 (79)       0 0.0% 441 (83)       
W_P 474 5.1% 425 (49)       0 5.1% 420 (53)       
W_OP 495 20.1% 655 160      0 19.1% 613 117       
SH_SP 375 0.0% 410 36        0 0.0% 410 36         
SH_P 423 1.0% 405 (18)       0 1.0% 405 (18)       
SH_OP 375 0.5% 366 (10)       0 0.5% 366 (10)       

Pre-
Merger 

HHI

Post-Merger Post-Mitigation

Interim Mitigation 
Post-Mitigation Screen Results, Available Economic Capacity

Base Case
Pre-

Merger 
HHI

Post-Merger Post-Mitigation

Price increase 10%
Pre-

Merger 
HHI

Post-Merger Post-Mitigation

Price decrease 10%
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Transmission Upgrades and Effect on SILs and Non-SIL Path Limits

FCITC Summer Winter Shoulder Summer Winter Shoulder
CPLE 2,100      4,300      3,200      4,385      5,525      3,300          
DUK 2,300      3,200      2,500      4,830      5,200      2,500          

SILs Summer Winter Shoulder Summer Winter Shoulder

CPLE 2,637      4,838      3,994      4,922      6,063      4,094          

DUK 2,279      3,011      2,247      4,809      5,011      2,247          

* SIL reflects simple average of seasonal time periods during each season; reflects scheduled interchange.

Summer Winter Shoulder Summer Winter Shoulder

PJM to CPLE 4,946      5,227      5,831      7,274      7,637      6,981          

DUK to CPLE 3,157      3,081      3,796      3,707      5,381      5,076          

PJM to DUK 1,830      1,800      1,800      2,003      2,003      2,003          

* Does not reflect scheduled interchange and TRM.
**

ATC Creation vs. Modeled ATC Increases

Summer Winter Shoulder Summer Winter Shoulder

PJM to CPLE 2,950      2,950      1,150      2,328      2,410      1,150          

DUK to CPLE 550         2,300      1,280      550         2,300      1,280          

PJM to DUK 1,500      1,500      300         173         203         203             

* The calculated increases ignore any limitations due to contract path limits.
**

 Base Case  After Transmission Upgrades 

 The contract path limit for PJM to DUK is 2,003 MW.  The contract path limit for PJM to CPLE is 6,302 MW 
(summer) and 6,665 MW (winter) for the Base Case; and 7,274 MW (summer) and 7,637 MW (winter) after 

 SIL after Transmission Upgrades 

 The modeled increases take into account any limitations due to contract path limits, and the starting point 
(Base Case) of the analysis.  They also reflect scheduled interchange and TRM. 

 Non-SIL Path Limits 

 Calculated Increases*  Modeled Increases 

 Base Case* 

 Non-SIL Path Limits 

 Base Case* 

 Reflects the effect of contract path limitations.  This means that the incremental path limits may be less than 
the calculated ATC increase. 

 Path Limit after Transmission 
Upgrades** 
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Duke Energy Carolinas BAA

Market 
Share HHI

HHI 
Chg.

Market 
Expansion 

(MW)
Market 
Share HHI

HHI 
Chg.

S_SP1 1126 26.3% 1126 -       2,530         17.2% 630 (496)     
S_SP2 2277 46.5% 2349 72        2,530         34.3% 1355 (921)     
S_P 1815 41.0% 1813 (2)         2,531         25.8% 861 (954)     
S_OP 3434 62.4% 3963 529      2,531         47.8% 2391 (1,043)  
W_SP 405 1.4% 378 (27)       2,000         1.7% 393 (12)       
W_P 1091 31.3% 1168 76        1,929         22.8% 754 (338)     
W_OP 1963 46.3% 2262 299      2,001         35.6% 1418 (545)     
SH_SP 1472 36.4% 1475 3          -             36.4% 1475 3           
SH_P 460 0.6% 494 35        -             0.6% 496 37         
SH_OP 371 0.9% 402 31        -             0.9% 403 33         

Market 
Share HHI

HHI 
Chg.

Market 
Expansion 

(MW)
Market 
Share HHI

HHI 
Chg.

S_SP1 1131 26.7% 1137 5          2,530         17.7% 632 (499)     
S_SP2 2332 48.8% 2567 235      2,531         36.6% 1520 (812)     
S_P 2722 52.4% 2866 144      2,530         37.4% 1542 (1,180)  
S_OP 3475 63.1% 4047 572      2,530         48.4% 2442 (1,032)  
W_SP 554 17.5% 560 6          2,000         11.4% 425 (129)     
W_P 1090 32.0% 1202 112      2,001         23.1% 745 (345)     
W_OP 2014 47.7% 2394 380      2,000         36.9% 1515 (500)     
SH_SP 1779 38.4% 1779 -       -             38.5% 1780 1           
SH_P 464 3.4% 446 (17)       -             2.9% 450 (14)       
SH_OP 642 21.0% 791 149      -             20.7% 783 141       

Market 
Share HHI

HHI 
Chg.

Market 
Expansion 

(MW)
Market 
Share HHI

HHI 
Chg.

S_SP1 786 1.6% 789 3          2,530         1.8% 491 (295)     
S_SP2 1488 32.6% 1489 1          2,530         20.8% 725 (763)     
S_P 1820 41.1% 1826 6          2,531         25.9% 881 (939)     
S_OP 2027 47.8% 2427 400      2,530         33.1% 1288 (739)     
W_SP 400 0.0% 385 (15)       1,946         0.0% 415 15         
W_P 516 16.8% 555 39        1,985         11.3% 441 (75)       
W_OP 1530 40.0% 1756 227      2,001         29.7% 1087 (443)     
SH_SP 393 0.0% 404 11        -             0.0% 404 10         
SH_P 432 0.9% 348 (85)       9                 0.9% 351 (81)       
SH_OP 405 0.1% 387 (18)       -             0.1% 388 (17)       

Permanent Mitigation - Transmission Upgrades
Post-Mitigation Screen Results (Available Economic Capacity)

Post-Transmission Upgrades

Post-Transmission Upgrades

Post-Transmission Upgrades

Pre-
Merger 

HHI

Post-Merger

Pre-
Merger 

HHI

Post-Merger

Price increase 10%

Price decrease 10%

Pre-
Merger 

HHI

Post-Merger
Base Prices
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Progress Energy Carolinas East BAA

Market 
Share HHI

HHI 
Chg.

Market 
Expansion 

(MW)
Market 
Share HHI

HHI 
Chg.

S_SP1 524 4.0% 476 (48)       2,285         4.2% 446 (79)       
S_SP2 590 25.6% 897 307      2,286         18.2% 585 (4)          
S_P 368 8.7% 392 24        2,285         8.5% 392 24         
S_OP 1301 45.4% 2194 894      2,286         35.0% 1402 101       
W_SP 466 2.0% 393 (73)       1,225         2.1% 389 (77)       
W_P 336 13.5% 431 96        1,224         14.2% 445 110       
W_OP 568 28.2% 992 424      1,225         26.3% 891 324       
SH_SP 413 6.6% 430 17        100            7.2% 436 23         
SH_P 447 0.8% 498 51        100            0.8% 514 67         
SH_OP 381 4.2% 412 32        100            4.2% 419 39         

Market 
Share HHI

HHI 
Chg.

Market 
Expansion 

(MW)
Market 
Share HHI

HHI 
Chg.

S_SP1 465 5.4% 441 (24)       2,285         5.6% 415 (49)       
S_SP2 699 31.1% 1170 471      2,285         22.8% 739 40         
S_P 729 35.3% 1445 715      2,285         27.8% 972 242       
S_OP 1379 45.5% 2205 826      2,285         35.1% 1402 22         
W_SP 394 1.7% 409 15        1,225         1.8% 414 21         
W_P 353 14.0% 452 100      1,225         13.9% 451 99         
W_OP 598 27.8% 988 391      1,225         26.2% 899 302       
SH_SP 443 8.9% 421 (22)       101            9.3% 424 (19)       
SH_P 460 10.3% 451 (9)         100            10.1% 459 (1)          
SH_OP 822 26.6% 932 110      100            26.2% 911 88         

Market 
Share HHI

HHI 
Chg.

Market 
Expansion 

(MW)
Market 
Share HHI

HHI 
Chg.

S_SP1 567 1.5% 517 (50)       2,286         1.7% 490 (77)       
S_SP2 485 4.6% 440 (45)       2,285         4.4% 423 (62)       
S_P 339 8.1% 367 28        2,285         8.0% 372 33         
S_OP 1198 35.4% 1423 224      2,286         24.7% 856 (342)     
W_SP 524 0.0% 445 (79)       1,225         0.0% 475 (49)       
W_P 474 5.1% 425 (49)       1,224         4.2% 448 (26)       
W_OP 495 20.1% 655 160      1,225         19.5% 635 139       
SH_SP 375 0.0% 410 36        100            0.0% 416 41         
SH_P 423 1.0% 405 (18)       100            1.0% 417 (6)          
SH_OP 375 0.5% 366 (10)       100            0.5% 362 (14)       

Post-Transmission Upgrades

Base Prices

Price increase 10%

Price decrease 10%

Permanent Mitigation - Transmission Upgrades
Post-Mitigation Screen Results (Available Economic Capacity)

Post-Transmission Upgrades

Post-Transmission Upgrades
Pre-

Merger 
HHI

Post-Merger

Pre-
Merger 

HHI

Post-Merger

Pre-
Merger 

HHI

Post-Merger
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Page 1 of 2

Duke Energy Carolinas BAA

Market 
Expansion 

(MW)
Rival 

Capacity

Increase in 
Rival 

Capacity
S_SP1 3,003     2,530         5,467         2,464        
S_SP2 3,456     2,530         5,843         2,387        
S_P 2,220     2,531         4,670         2,450        
S_OP 2,779     2,531         4,758         1,979        
W_SP 2,614     2,000         4,594         1,980        
W_P 3,044     1,929         4,845         1,801        
W_OP 3,320     2,001         5,025         1,705        

Market 
Expansion 

(MW)
Rival 

Capacity

Increase in 
Rival 

Capacity
S_SP1 2,988     2,530         5,433         2,445        
S_SP2 3,462     2,531         5,684         2,222        
S_P 2,691     2,530         5,020         2,329        
S_OP 2,793     2,530         4,749         1,956        
W_SP 2,671     2,000         4,635         1,964        
W_P 3,096     2,001         4,954         1,858        
W_OP 3,372     2,000         5,013         1,641        

Market 
Expansion 

(MW)
Rival 

Capacity

Increase in 
Rival 

Capacity
S_SP1 3,011     2,530         5,485         2,474        
S_SP2 2,632     2,530         5,098         2,466        
S_P 2,220     2,531         4,664         2,444        
S_OP 2,625     2,530         4,785         2,160        
W_SP 2,662     1,946         4,617         1,955        
W_P 3,156     1,985         5,065         1,909        
W_OP 3,372     2,001         5,160         1,788        

Creation of Additional Competing Supply 
from Transmission Upgrades

Base Prices

Pre-
Merger 

Rival 
Capacity

Post-Transmission Upgrades

Price increase 10%

Price decrease 10%

Pre-
Merger 

Rival 
Capacity

Post-Transmission Upgrades

Pre-
Merger 

Rival 
Capacity

Post-Transmission Upgrades



Exhibit WHH-7

Page 2 of 2

Progress Energy Carolinas East BAA

Market 
Expansion 

(MW)
Rival 

Capacity

Increase in 
Rival 

Capacity
S_SP1 2,341     2,285         4,434         2,093        
S_SP2 2,399     2,286         4,230         1,831        
S_P 3,136     2,285         4,961         1,825        
S_OP 3,019     2,286         4,364         1,345        

Market 
Expansion 

(MW)
Rival 

Capacity

Increase in 
Rival 

Capacity
S_SP1 2,341     2,285         4,371         2,030        
S_SP2 2,400     2,285         4,072         1,672        
S_P 3,321     2,285         4,664         1,343        
S_OP 3,019     2,285         4,418         1,399        

Market 
Expansion 

(MW)
Rival 

Capacity

Increase in 
Rival 

Capacity
S_SP1 2,341     2,286         4,551         2,210        
S_SP2 3,250     2,285         5,324         2,074        
S_P 3,136     2,285         4,987         1,851        
S_OP 3,019     2,286         5,058         2,039        

Base Prices

Price decrease 10%

Pre-
Merger 

Rival 
Capacity

Post-Transmission Upgrades

Pre-
Merger 

Rival 
Capacity

Post-Transmission Upgrades

Price increase 10%

Pre-
Merger 

Rival 
Capacity

Post-Transmission Upgrades
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Progress Energy Carolinas East BAA

Market 
Share HHI

HHI 
Chg.

Market 
Share HHI

HHI 
Chg.

Market 
Share HHI

HHI 
Chg.

S_SP1 524 4.2% 446 (79)      465 5.6% 415 (49)      567 1.7% 490 (77)      
S_SP2 590 18.2% 585 (4)        699 22.8% 739 40       485 4.4% 423 (62)      
S_P 368 8.5% 392 24       729 27.8% 972 242     339 8.0% 372 33       
S_OP 1301 34.8% 1392 91       1379 34.9% 1393 14       1198 24.6% 854 (344)    
W_SP 466 2.1% 389 (77)      394 1.8% 414 21       524 0.0% 475 (49)      
W_P 336 14.2% 445 110     353 13.9% 451 99       474 4.2% 448 (26)      
W_OP 568 26.3% 891 324     598 26.2% 899 302     495 19.5% 635 139     
SH_SP 413 7.2% 436 23       443 9.3% 424 (19)      375 0.0% 416 41       
SH_P 447 0.8% 514 67       460 10.1% 459 (1)        423 1.0% 417 (6)        
SH_OP 381 4.2% 419 39       822 26.2% 911 88       375 0.5% 362 (14)      

Permanent Mitigation - Transmission Upgrades and Set-Aside
Post-Mitigation Screen Results (Available Economic Capacity)

Base Prices Price increase 10% Price decrease 10%
Pre-

Merger 
HHI

Post-Mitigation Pre-
Merger 

HHI

Post-Mitigation Pre-
Merger 

HHI

Post-Mitigation
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DEC-Cargill PSA
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MASTER POWER PURCHASE AND SALE AGREEMENT 

CONFIRMATION LETTER  

 

This is a confirmation (the “Confirmation”) dated March 19, 2012, between Duke Energy 
Carolinas, LLC (“DEC”) and Cargill Power Markets, LLC (“Buyer”) (individually a “Party” and 
collectively the “Parties”). The Parties agree as follows:   

 
 COMMERCIAL TERMS 

 
General: DEC will sell and deliver, and Buyer will purchase and receive, 

the Quantity of Capacity and Energy every hour during the 
Delivery Period. 

 
Product: Capacity and Firm (LD) Energy, as defined in Schedule P of the 

EEI Master Agreement. DEC will not use the Capacity sold 
hereunder to meet its planning or operational reserve 
requirements. The Energy will be delivered from DEC’s 
generating resources. 

 
Quantity: 150 MW On-Peak (Monday to Friday 0700 EPT-2300 EPT), 

Summer (June 1 through August 31) 
 

300 MW Off-Peak (Monday to Sunday 2300 EPT-0700 EPT 
and Saturday and Sunday 0700 EPT-2300 EPT), Summer 
 

25 MW On-Peak, Winter (December 1 through February 28) 
 

225 MW Off-Peak Winter 

 
Term: Begins the first day after the date of the closing of the Merger, 

but not earlier than June 1, 2012 and not later than 
August 1, 2012 and ends February 28, 2015. Within five 
Business Days after all regulatory approvals required for the 
closing of the Merger have been obtained, DEC will give notice 
to Buyer of the closing date of the Merger. The “Merger” means 
the merger between Progress Energy, Inc and Duke Energy 
Corporation which has been conditionally approved by the 
Federal Energy Regulatory Commission (“FERC”) in FERC 
docket EC11-60.  

 
Delivery Periods: Summer 2012:  The period beginning at 0000 EPT on the first 

day after the date of the closing of the Merger, but not earlier 
than June 1, 2012 and not later than August 1, 2012, and ending 
at 2400 EPT on August 31, 2012. 
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 Winter 2012-13:  The period beginning at 0000 EPT on 
December 1, 2012 and ending at 2400 EPT on 
February 28, 2013. 

 
Summer 2013:  The period beginning at 0000 EPT on 
June 1, 2013 and ending at 2400 EPT on August 31, 2013.  

 
Winter 2013-14:  The period beginning at 0000 EPT on 
December 1, 2013 and ending at 2400 EPT on 
February 28, 2014. 

 
Summer 2014:  The period beginning at 0000 EPT on 
June 1, 2014 and ending at 2400 EPT on August 31, 2014.  

 
Winter 2014-15:  The period beginning at 0000 EPT on 
December 1, 2014 and ending at 2400 EPT on 
February 28, 2015. 

 
Payment: 

 

Buyer shall pay to DEC or DEC shall pay to Buyer, as 
applicable, the Monthly Capacity Price every month for the 
entire Delivery Period and shall pay to DEC the Energy Price 
for all Energy delivered hereunder. 

  
Monthly Capacity Price: June 2012 $290,000 

July 2012 $370,000 
August 2012 $320,000 
December 2012 ($695,000) 
January 2013 ($475,000) 
February 2013 ($180,000) 
June 2013 ($810,000) 
July 2013 ($270,000) 
August 2013 ($270,000) 
December 2013 ($820,000) 
January 2014 ($620,000) 
February 2014 ($440,000) 
June 2014 ($820,000) 
July 2014 ($480,000) 
August 2014 ($380,000) 
December 2014 ($880,000) 
January 2015 ($750,000) 
February 2015 ($320,000) 
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 For the avoidance of doubt, amounts in parentheses shall be 
paid by DEC to Buyer. If the first day of the Term falls on any 
day other than the first day of a calendar month, the Monthly 
Capacity Payment for that month shall be prorated on a daily 
basis.   

 
Energy Price: 

 

On-Peak Summer: the product of the On-Peak Summer Heat 
Rate times the Gas Index 
 

Off-Peak Summer: the product of the Off-Peak Summer Heat 
Rate times the Gas Index 
 

On-Peak Winter: the product of the On-Peak Winter Heat Rate 
times the Gas Index 
 

Off-Peak Winter: the product of the Off-Peak Winter Heat Rate 
times the Gas Index 

 
Gas Index: 

 

 
Heat Rates: 

 

 

 

 
 
Delivery Point: 

Daily index price for natural gas in MMBtu, as reported in the 
Platts Daily Publication Gas Daily, under the heading Transco 
Zone 5  

 
On-Peak Summer:  10.0 MMBtu/MWh 

Off-Peak Summer:  7.0 MMBtu/MWh 

On-Peak Winter:  8.950 MMBtu/MWh 

Off-Peak Winter:  7.0 MMBtu/MWh 

 
DUK system busbar 

 
Transmission: Buyer shall obtain transmission service and any Ancillary 

Services required for transmission of the Energy from the 
Delivery Point. 

 
Energy Scheduling: Buyer shall purchase and schedule the full Quantity of Energy 

during all hours of the Delivery Period unless excused under the 
terms of this Agreement. Prior to 0930 EPT of the day prior to 
the day of delivery of the Energy, Buyer will request 
transmission service sufficient to transmit the full Quantity of 
Energy from the Delivery Point to the ultimate sink.  To  the 
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 extent the ultimate sink is the PJM Interconnection and Buyer 
has requested and been denied PJM Spot In (or equivalent no 
reservation fee import service), Buyer shall request non-firm 
point to point import transmission service. By no later than 0930 
EPT of the day prior to the day of delivery of the Energy, Buyer 
will provide written notice (the “0930 Notice”) to DEC stating 
the quantity of Energy of which Buyer will take delivery and the 
transmission path from the Delivery Point to the ultimate sink 
for which Buyer obtained or attempted to obtain transmission 
service.   

 
If the 0930 Notice states that Buyer will not take delivery of the 
full Quantity, then Buyer shall state the reason. If the 0930 
Notice states that Buyer will not take delivery of the full 
Quantity of Energy because Buyer was unable to obtain 
transmission service sufficient to transmit the full Quantity from 
the Delivery Point to the ultimate sink, then, by no later than 
1530 EPT, Buyer shall provide another written notice (the 
“1530 Notice”) to DEC stating the additional quantity of Energy 
(up to the full Quantity of Energy) for which Buyer has obtained 
transmission service on the same path as the 0930 Notice and of 
which Buyer will take delivery.  If the 0930 Notice and 1530 
Notice, if any, state that Buyer will not take delivery of the full 
Quantity of Energy, then DEC shall be excused from its 
obligation to deliver the quantity of Energy.  For the avoidance 
of doubt, Buyer’s failure to submit requests for sufficient 
transmission service (firm, Spot In, and/or non-firm) or to give 
notice to DEC in accordance with the deadlines set forth in this 
provision will constitute an unexcused failure to receive, 
otherwise Buyer’s performance will be excused. 

  
 OTHER PROVISIONS 

 
1. Conditions Precedent 

 
 (a) It is a condition precedent to the Parties’ obligations hereunder that the closing of the 
Merger occurs by July 31, 2012.     

 
 (b) It is a condition precedent to the Parties’ obligations hereunder that this Confirmation is 
accepted by FERC by July 31, 2012 as a DEC rate schedule under the Federal Power Act without 
modification, suspension, investigation or other condition (including setting this Confirmation, or 
part thereof, for hearing) unacceptable to DEC. DEC will give notice to the Buyer within two 
Business Days after this condition has been satisfied.   
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2. EEI Master Agreement 

 
 (a) The Parties hereby acknowledge and agree that the Master Power Purchase and Sale 
Agreement between the parties dated as of August 8, 2003 (the “EEI Master Agreement”) 
constitutes a Bridged Agreement and the Transaction under this Confirmation constitutes a Bridged 
Transaction as such terms are defined in Part 5 (u) of the Schedule to the ISDA Master Agreement 
between the Parties dated as of May 14, 2010 (collectively with the Credit Support Annex, the 
“ISDA Agreement”).  The parties further agree that the Transaction under this Confirmation (the 
“Transaction”) will be governed by the EEI Master Agreement including the credit and collateral 
requirements set forth in Article 8 of the EEI Master Agreement and neither party will be subject to 
the Credit Support Obligations set forth in Paragraph 3 of the Collateral Annex to the ISDA 
Agreement with respect to this Transaction.  Notwithstanding the foregoing, on or after the 
occurrence of a Bridging Event as defined in the ISDA Agreement, the 2002 ISDA Energy 
Agreement Bridge set forth in Part 5 (u) of the Schedule to the ISDA Agreement shall govern. 

 
Notwithstanding the preceding paragraph, the Parties agree that the obligations of Buyer under the 
EEI Master Agreement are to be guaranteed by Cargill, Incorporated (“Guarantor”) and that in the 
event the amount of the existing guaranty issued by Guarantor to DEC and dated May 24, 2011 
(the “Guaranty”) becomes insufficient to cover the sum of any Exposure amount of DEC to Buyer 
as defined in the ISDA Agreement (to the extent such amount is not in excess of the Threshold 
amount for Buyer specified therein) plus any exposure amount of DEC to Buyer under the EEI 
Master Agreement calculated in a similar manner, then upon the written request of DEC, Buyer 
will have three (3) Business Days to remedy the situation by providing an increase to the Guaranty  
in a form reasonably acceptable to DEC or, in the alternative, Performance Assurance in the form 
of cash or letter of credit, and the failure to do so will constitute an Event of Default under the EEI 
Master Agreement. 

  
 (b) As applied to this Confirmation only, Section 1.23 of the EEI Master Agreement is hereby 
amended so that it reads in its entirety as follows: “Force Majeure” means an event or circumstance 
which prevents one Party from performing its obligations under one or more Transactions, which 
event or circumstance was not anticipated as of the date the Transaction was agreed to, which is not 
within the reasonable control of, or the result of the negligence of, the Claiming Party, and which, 
by the exercise of due diligence, the Claiming Party is unable to overcome or avoid or cause to be 
avoided.  Force Majeure shall not be based on (i) the loss of Buyer’s markets; (ii) Buyer’s inability 
economically to use or resell the Product purchased hereunder; (iii) the loss or failure of Seller’s 
supply; or (iv) Seller’s ability to sell the Product at a price greater than the Contract Price. 
Notwithstanding the foregoing, it shall be a Force Majeure, the performance of Buyer shall be 
excused, and no damages shall be payable, including any amounts determined pursuant to Article 
Four, if the transmission is unavailable or interrupted or curtailed for any reason, at any time, 
anywhere from the Delivery Point to the Buyer’s proposed ultimate sink, regardless of whether 
transmission, if any, that Buyer is attempting to secure and/or has purchased for the Product is firm 
or non-firm. If the transmission (whether firm or non-firm) that Buyer is attempting to secure is 
unavailable, this contingency excuses performance by the Buyer for the duration of the 
unavailability.  If the transmission (whether firm or non-firm) that Buyer has secured from the 
Delivery Point to the sink is interrupted or curtailed for any reason, this contingency excuses 
performance  by  the  Buyer for the duration of the interruption or curtailment.  The applicability of 
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Force Majeure to the Transaction is governed by the terms of the Product and Related Definitions 
contained in Schedule P.   

 
 (c) As applied to this Confirmation only, Section 1.53 of the EEI Master Agreement is hereby 
amended so that it reads in its entirety as follows: “’Sales Price’ equals zero under all 
circumstances.” 

 
 (d) As applied to this Confirmation only, the reference to Tariff A in the EEI Master 
Agreement shall be deleted. 

 
The Parties have executed this Confirmation through their duly authorized representatives on the 
dates set forth below. 

 
DUKE ENERGY CAROLINAS, LLC 

 

CARGILL POWER MARKETS, LLC  

 

  

By: /s/      By: /s/      

Name: Paul R. Newton    Name: John Ivey     

Title: Senior Vice President     Title: Manager, Structured Transactions  

Date: 3/19/2012     Date: 3/19/2012     

 



MASTER POWER PURCHASE AND SALE AGREEMENT

COVER SHEET

This Master Power Purchase and Sale Agreement ("Master Agreement" ) is made as of the following date: August 8,
2003 ("Effective Date"). The Master Agreement, together with the exhibits, schedules and any written supplements
hereto, the Party A Tariff, if any, the Party B Tariff, if any, any designated collateral, credit support or margin
agreement or similar arrangement between the Parties and all Transactions (including any confirmations accepted in
accordance with Section 2.3 hereto) shall be referred to as the "Agreement. " The Parties to this Master Agreement are
the following:

Name ("Duke Power, a division of Duke Energy
Corporation" or "Party A")

All Notices: Contract Administration

Street: 526 South Church Street, Mail Code EC3ZJ

City: Charlotte, N.C. Zip: 28202-1802

Name ("Cargill Power Markets, LLC" or "Party B")

All Notices: Contract Administration

Street: 12700 Whitewater Drive

City: Minnetonka, MN Zip: 55343

Attn: Bulk Power Contracts Manager
Phone: 704-382-4467
Facsimile: 704-373-6860
Duns: 957879984
Federal Tax ID Number: 56-0205520

Attn: Contract Management
Phone: 952-984-3090
Facsimile: 952-984-3627
Duns: 01-286-1725
Federal Tax ID Number: 41-1889936

Invoices:
Attn: Bulk Power Accounting and Risk Control,
Kye Antemann, Mail Code EC3ZJ
Phone: 704-382-7823
Facsimile: 704-373-6860

Invoices:
Attn: Michael Kaufman

Phone: 952-984-3207
Facsimile: 952-984-3627

Scheduling:
Attn: BPM Trading Floor
Phone: 704-382-1976
Facsimile: 704-382-4014

Scheduling:
Attn: Sharon Hansen
Phone: 952-984-3852
Facsimile: 952-984-3763

Payments:
Attn: Cash Management, Mail Code PB03G
Phone: 704-382-7823
Facsimile: 704-373-6860

Payments:
Attn: Michael Kaufman
Phone: 952-984-3207
Facsimile: 952-984-3627

Wire Transfer:
BNK: JPMorgan Chase Bank
ABA: 021000021
ACCT: 910-2748192

Wire Transfer:
BNK: Bank One, N.A.
ABA:071000013
ACCT;51-01913

Credit and Collections:
Attn: Walter Wright, Mail Code EC3ZJ
Phone: 704-382-1841
Facsimile: 704-373-6860

Credit and Collections:
Attn: Merc Rubenstein/ Christine Mullady
Phone: 952-984-3843 952-984-3664
Facsimile: 952-249-4216 952-249-4216



With additional Notices of an Event of Default or
Potential Event of Default to:

Attn: Law Department
Phone: 704-382-8136
Facsimile: 704-382-8137

With additional Notices of an Event of Default or
Potential Event of Default to:

Attn: Richard B.Davenport
Phone: 952-984-3158
Facsimile: 952-984-3627

The Parties hereby agree that the General Terms and Conditions are incorporated herein, and to the following
provisions as provided for in the General Terms and Conditions:

Party A Tariff Tariff - FERC Electric Rate
Schedule No. 5

Dated - September 22, 2000 Docket Number - EROO-3454-001

Party B Tariff Tariff —FERC Rate Schedule No. I Dated - August 24, 2000 Docket Number —ER00-3186-000

Article Twu

Transaction Terms and Conditions [X] Optional provision in Section 2.4. Ifnot checked, inapplicable.

Article Four

Remedies for Failure
to Deliver or Receive

[] Accelerated Payment of Damages. Ifnot checked, inapplicable.

Article Five

Events of Default; Remedies

[] Cross Default for Party A:

[X] Party A:

[] Other Entity:

[] Cross Default for Party B;

[] Party B:

Cross Default Amount:
$150,000,000
Cross Default Amount $

Cross Default Amount $

[X] Other Entity: Cargill, Inc. Cross Default Amount:
$100,000,000

5.6 Closeout Setoff

[X] Option A (Applicable if no other selection is made. )

[] Option B - Affiliates shall have the meaning set forth in the
Agreement unless otherwise specified as follows:

[] Option C (No Setoff)

Article 8

Credit and Collateral Requirements

8.1 Pa A Credit Protection:

(a) Financial Information:

[] Option A

[] Option B Specify:
[X] Option C Specify: Cargill Power Markets, LLC will
provide access to quarterly financial statements and audited



yearly reports of it's Guarantor via its website at
www. cargill. corn.

(b) Credit Assurances:

[] Not Applicable

[X] Applicable

(c) Collateral Threshold:

[X] Not Applicable

[] Applicable

If applicable, complete the following:

Party B Collateral Threshold:

Party B Independent Amount: $0

Party B Rounding Amount: $0

(d) Downgrade Event:

[X] Not Applicable

[] Applicable

If applicable, complete the foHowing:

[] It shall be a Downgrade Event for Party B if Party B's or Party
B's Guarantor's Credit Rating falls below BBB-from S&P or
Baa3 from Moody's or if Party B is not rated by either S&P or
Moody's

[] Other:
Specify:

(e) Guarantor for Party B: Cargill, Inc.

Guarantee Amount: $7,000,000

8.2 Pa B Credit Protection:

(a) Financial Information:

[X] Option A

[] Option B Specify:
[] Option C Specify:

(b) Credit Assurances:

[] Not Applicable

[X] Applicable

(c) Collateral Threshold:

[X] Not Applicable

[] Applicable

If applicable, complete the following:



Party A Collateral Threshold:

Party A Independent Amount: $0

Party A Rounding Amount: $0

(d) Downgrade Event:

[X] Not Applicable

[] Applicable

If applicable, complete the following:

[] It shall be a Downgrade Event for Party A if Party A's Credit
Rating falls below BBB-trom S&P or Baa3 from Moody's or if
Party A is not rated by either S&P or Moody's

[] Other:
Specify:

(e) Guarantor for Party A: N/A

Guarantee Amount: $0

Article 10

Confidentiality [X] Confidentiality Applicable If not checked, inapplicable.

Schedule M
[] Party A is a Governmental Entity or Public Power System

[] Party B is a Governmental Entity or Public Power System

[] Add Section 3.6. If not checked, inapplicable

[] Add Section 8.6. If not checked, inapplicable

~Oth Ch Specify, if any:

Additional Provision(s):

I ). The Parties agree to operate in accordance with the operating and reliability standards, criteria, and
guidelines of the North American Electric Reliability Council (ONERCO) and the NERC regional reliability
councils, or their successors.

Section 1.50: Delete the words "Section 2.4O and replace with "Section 2.5.O

Section 2.4: Amend to delete "either orally or" in line 7.

Section 5.1 (g): Delete the words "or becoming capable at such time of being declared, "atter the words "becoming"
and before the word "immediately" in the eight and ninth lines.

Section 5.1: Add a new Section 5.1(i) that reads "The default by a Party under any other agreement between the
Parties including but not limited to any commodity or financial derivative agreement or transaction. "



Section 53: Add the phrase "plus, at the option of the Non-Defaulting Party, any cash or other form of liquid
security then in the possession of the Defaulting Party or its agent pursuant to Article Eight,

"after the first use of the
phrase "due to the Non-Defaulting Party" in the sixth line.

Section 5.4i Add the following to the end of Section 5.4: "Notwithstanding any provision to the contrary
contained in this Agreement, the Non-Defaulting Party shall not be required to pay to the Defaulting Party any amount
under Article 5 until the Non-Defaulting Party receives confirmation satisfactory to it in its reasonable discretion
(which may include an opinion of its counsel) that aH other obligations of any kind whatsoever of the Defaulting Party
to make any payments to the Non-Defaulting Party under this Agreement or otherwise which are due and payable as
of the Early Termination Date have been fully and finally performed. Any such right by the Non-Defaulting Party to
withhold payments pursuant to this provision shall expire 90 days atter the effective date of the termination. The
Non-Defaulting Party shall promptly provide the Defaulting Party with a written explanation of its determination. "

Section 5.7: Add "and Return of Performance Assurance" after the word "Performance" in the title and at the
end of the paragraph add "Upon the occurrence of an event described in '(a)' or '(b)' above the Defaulting Party shall
immediately return aH Performance Assurances provided by the Non-Defaulting Party pursuant to this Agreement. "

Section 6.1i Add the following to end of this section, "Duke Power shall render invoices only by means of
telephone facsimile (fax)"

Section 6.4: Amend to add the words "including the Power Purchase Agreement dated 2/7/1999 and Sale Agreement
dated 2/9/1999 between Party A and Party B"after the word "Agreement" in the 5 line.

Sections 8.1 & 8.2 (b): Add the following to the end of the section; "Ifat anytime, a Party's Credit Rating is
below investment grade, BBB-rating by S&P or Baa3 for Moody's, and the Party (Secured Party) is holding any
Performance Assurance I'rom the other Party, then the Secured Party must transfer, or cause a transfer, of the
pe A Q HgdI . '*g ht di " iylb~ m y
organized under the laws of the United States or a political subdivision thereof, with (i) a Credit Rating of at least (a)
"A-" by S&P and "A3" by Moody's, if such entity is rated by both S&P and Moody's or (b) "A-" by S&P or "A3" by
Moody's, if such entity is rated by either S&P or Moody's but not both, and (ii) having a capital and surplus of at least
$1,000,000,000.

Section 8.1(d): AI)er the comma in line five, add "or fails to maintain such Performance Assurance or guaranty or
other credit assurance for so long as the Downgrade Event is continuing. "

Section 8.2(d): AI)er the comma in line five, add "or fails to maintain such Performance Assurance or guaranty or
other credit assurance for so long as the Downgrade Event is continuing. "

Section 8.4: Add new section:

8.4 Distribution of Interest on and Use of Cash CollateraL

AH Performance Assurance in the form of cash ("Cash Collateral" ) that is held by a Secured Party pursuant to
this Article 8 shaH bear interest calculated on a daily basis at the Interest Rate. Such interest shall be
calculated commencing on the date Cash Collateral is received by a Secured Party and ending the day before
the earlier of: (i) the date Cash Collateral is returned to a Pledgor; or (ii) the date Cash Collateral including
accrued interest is applied to a Pledgor's obligations pursuant to Section 8.3. Interest accrued on Cash
Collateral held during each month shall be paid by the third Business Day of the following month to the

Pledgor. The "Interest Rate" for any day means the interest rate per annum equal to the rate published as the
Federal Funds Effective Rate in effect for such day, as published in the most recent weekly statistical release
designated as H. 15-519, or any successor publication published by the Board of Governors of the Federal
Reserve System as found in Bloomberg using the key "FEDL."The Secured Party shall have the free and
unrestricted right to use and dispose of aH Cash Collateral which it holds, subject to its obligation to return

such collateral if and when so required under this Agreement.



Section 10.5i Delete the words "which consent may be withheld in the exercise of its sole discretion" and replace
with the words "which consent shall not be unreasonably withheld or delayed. "

Section 10.11: Amend to add the phrase "or the completed Cover Sheet to this Master Agreement" immediately
before the phrase "to a third party" and to add the phrase "or the Party's Affiliates other than Affiliates engaged in
purchasing and selling electricity at wholesale".

Section 10.12: Add new section:

10 12 Other A reement Chan es

The terms and conditions and the rates for service specified in this Agreement shall remain in effect for the
term of each Transaction hereunder. Absent the Parties' written agreement, this Agreement shall not be
subject to change by application of either party pursuant to the provisions of Section 205 or 206 of the
Federal Power Act.

Absent the agreement of all Parties to a proposed change, the standard of review for changes to this
Agreement proposed by a Party, a non-party or the Federal Energy Regulatory Commission acting sua sponte
shall be the "public interest" standard of review set forth in United Gas Pipe Line Co. v. Mobile Gas Service
Corp. , 350 U.S. 332 (1956) and Federal Power Commission v. Sierra Pacific Power Co., 350 U.S. 348 (1956)
(the "Mobile-Sierra" doctrine).

Section 10.13: Add new section:

10 13 Arbitration and L al Recourse

10.13.1. Any unresolved controversy or claim arising out of or relating to this Agreement involving amounts
less than $5,000,000 shall be settled by arbitration in accordance with the Rules of the American Arbitration
Association to the extent not inconsistent with the rules specified herein. As to disputes that involve amounts
of $5,000,000 or more, the Parties may choose to litigate or may resolve such disputes by the provisions of
this Article.

10.13.2. Each Party shall choose one arbitrator within twenty (20) Business Days of either Party's written
election to the other to arbitrate, and within ten (10) Business Days after both such arbitrators are chosen,
such arbitrators shall choose a third arbitrator who shall act as Chair. Any arbitrator chosen shall be qualified
by education, experience or training to render a decision upon the issues in dispute and who has not
previously been employed by either Party, and does not'have a direct or indirect interest in either Party or the
subject matter of the arbitration.

10.13.3. Any arbitration hereunder shall be conducted in either a mutually agreeable location or alternating
locations of each Party's choosing starting with the selected location of Party that first raised the issue.

10.13.4. The arbitrators, once chosen, shall consider any Transaction tapes or any other evidence which the
arbitrators deem necessary and shall then accept sealed written resolutions of the subject dispute from each
Party on a confidential basis to be submitted within twenty (20) Business Days of establishment of the
arbitration panel. The written submissions shall be in a form and subject to any limitations as may be
prescribed by the arbitrators. The arbitrators shall then choose ~onl one of the proposed solutions, (without
modification) as the fairest solution to the dispute within ten (10) Business Days of receipt of the written
submissions of both parties. A majority vote shall govern and the decision of the arbitrators shall be final and
binding.

10.13.5. Any expenses incurred in connection with hiring the arbitrators and shall be shared and paid equally
between the Parties. Each Party shall bear and pay its own expenses incurred by each in connection with the
arbitration, unless otherwise included in a solution chosen by the arbitration panel. In the event either Party
must file a court action to enforce an arbitration award under this Article, the prevailing Party shall be
entitled to recover its court costs and reasonable attorney fees.



10.13.6. The existence, contents or results of any arbitration hereunder may not be disclosed without the prior
written consent ofboth Parties.

Section 10.14i Add New Section:

10:14 Imaged Agreement

Any original executed Agreement, Confirmation or other related document may be photocopied and stored
on computer tapes and disks (the "Imaged Agreement" ). The Imaged Agreement, if introduced as evidence
on paper, the Confirmation, if introduced as evidence in automated facsimile form, the Recording, if
introduced as evidence in its original form and as transcribed onto paper, and all computer records of the

foregoing, if introduced as evidence in printed format, in any judicial, arbitration, mediation or administrative

proceedings, will be admissible as between the Parties to the same extent and under the same conditions as
other business records originated and maintained in documentary form Neither Party shall object to the
admissibility of the Recording, the Confirmation or the Imaged Agreement (or photocopies of the

transcription of the Recording, the Confirmation or the Imaged Agreement) on the basis that such were not
originated or maintained in documentary form under either the hearsay rule, the best evidence rule or other
rule ofevidence.

Add the following wording to Schedule Pi

The term "Native Load" shall also include those customers, located in the Duke Power control area, of
entities to which Duke Power is then providing power pursuant to Duke Power's Rate Schedule 10-A and/or

its successors.

Index Transactions:

Market Disruption. If a Market Disruption Event occurs during a Determination Period, the Floating Price for the

affected Trading Day(s) shall be determined by reference to the Floating Price specified in the Transaction for the first
Trading Day thereafier on which no Market Disruption Event exists; provided, however, if the Floating Price is not so
determined within three (3) Business Days after the first Trading Day on which the Market Disruption Event occurred
or existed, then the Parties shall negotiate in good faith to agree on a Floating Price (or a method for determining a
Floating Price), and if the Parties have not so agreed on or before the twelfih Business Day following the first Trading

Day on which the Market Disruption Event occurred or existed, then the Floating Price shall be determined in good
faith by taking the average of two dealer quotes obtained from dealers of the highest credit standing which satisfy all
the criteria that the Seller applies generally at the time in deciding to offer or to make an extension of credit.

"Determination Period" means each calendar month a part or all of which is within the Delivery Period of a
Transaction.

"~Exchan e" means, in respect of a Transaction, the exchange or principal trading market specified in the relevant
Transaction.
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"Market Disru tion Event" means, with respect to any Price Source, any of the following events: (a) the failure of the

Price Source to announce or publish the specified Floating Price or information necessary for determining the Floating
Price; (b) the failure of trading to commence or the permanent discontinuation or material suspension of trading in the
relevant options contract or commodity on the Exchange or in the market specified for determining a Floating Price;
(c) the temporary or permanent discontinuance or unavailability of the Price Source; (d) the temporary or permanent
closing of any Exchange specified for determining a Floating Price; or (e) a material change in the formula for or the
method of determining the Floating Price.



"Price Source" means, in respect of a Transaction, the publication (or such other origin of reference, including an
Exchange) containing (or reporting) the specified price (or prices from which the specified price is calculated)
specified in the relevant Transaction.
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Corrections to Published Prices. For purposes of determining a Floating Price for any day, if the price published or
announced on a given day and used or to be used to determine a relevant price is subsequently corrected and the
correction is published or announced by the person responsible for that publication or announcement within two (2)
years of the original publication or announcement, either Party may notify the other Party of (i) that correction and (ii)
the amount (if any) that is payable as a result of that correction. If, not later than thirty (30) days after publication or
announcement of that correction, a Party gives notice that an amount is so payable, the Party that originally either
received or retained such amount will, not later than three (3) Business Days atter the effectiveness of that notice, pay,
subject to any applicable conditions precedent, to the other Party that amount, together with interest at the Interest
Rate for the period from and including the day on which payment originally was (or was not) made to but excluding
the day ofpayment of the refund or payment resulting from that correction.

Calculation of Floating Price. For the purposes of the calculation of a Floating Price, all numbers shall be rounded to
three (3) decimal places. If the fourth (4th) decimal number is five (5) or greater, then the third (3rd) decimal number
shall be increased by one (I), and if the fourth (4th) decimal number is less than five (5), then the third (3rd) decimal
number shall remain unchanged.

IN WITNESS WHEREOF, the Parties have caused this Master Agreement to be duly executed as of the date first
above written.

Duke Power, )) division o Duke ergy corporation

By
'

Name: Mark A. Svrcek

Title: Managing Director, Wholesale Business

Cargill Power Mar

By:

Name: Richard B. Davenpo

Title: Vice President

DISCLAIMER: This Master Power Purchase and Sale Agreement was prepared by a committee of
representatives of Edison Electric Institute ("EEI") and National Energy Marketers Association ("NEM")
member companies to facilitate orderly trading in and development of wholesale power markets. Neither EEI
nor NEM nor any member company nor any of their agents, representatives or attorneys shall be responsible
for its use, or any damages resulting therefrom. By providing this Agreement EEI and NEM do not offer legal
advice and all users are urged to consult their own legal counsel to ensure that their commercial objectives will
be achieved and their legal interests are adequately protected.



(Multicurrency-Cross Border)

ISDA.
Intotnntionnl Swap counts Association, Ino.

SCHEDULE
to the

1992 Stentor Agrnnasnat

dated as ofMay 14, 2010

between

DUKE ENERGY CAROLINASt LLC, a limited liability company organized under the laws of the
State ofNorth Carolina (wParty Aw)

and

CARGILL POWER MARKETS, LLC, a limited liability company organized under the laws of the
State of Wisconsin (wParty Bw)

Part 1. Default and Termination Provisions.

(a) "Specified Euriryn means in relation to party A and party B for the pmpose of:

Section 5(a)(v) (Default under Specified Transaction), Not applicable;
Section 5(a)(vi) (Cross Default), Not applicable;
Section 5(a)(vii) (Bankruptcy), Not applicable; and
Section 5(b)(iv) (Credit Event Upon Merger), Not applicable.

(b) "Specified Transaction", referred to in Section 5(a) and other sections, will have the meaning
specified in Section 14 of this Agreement, except that such term is amended by adding on the eighth
line after ocurrency option" the words ",agreement for the purchase, sale or transfer of any Commodity
or any other Commodity trading transaction, including any Power Transaction as defined in Part I (i)
of the Schedule, " For this purpose, the term "Commodity" means any tangible or intangible

commodity of any type or description (including, without limitation, electric power, electric power
capacity, petmleum, natural gas, and byproducts thereof).

(c) Cross Defaulg The provisions of Section 5(a)(vi) will apply to both Party A and Party B.

Ifsuch pmvisions apply:—

EXECUTION



"Specified Indebtedness", will have the meaning specified in Section 14 of this Agreement.

"Threshold Amourd", referred to in Section 5(a)(vi), means and shall be the amount set forth opposite
the respective clauses in the following table'.

Clause (I) of Section
5(a)(vi)

Clause (2) of Section
5(a)(vi)

Party A

$150 million

$150 million

Party B's Credit Support Provider

$150 million

$150 million

The amounts above are in US dollars or the equivalent in another currency, currency unit or
combination thereof.

(d) The "Credit Event Upon Merger" provisions of Section 5(b)(iv) will apply to Party A and will

apply to Party B and its Credit Support Provider; provided however, that the phrase "materially
weaker" meaos (i) the unsecured, senior, long-term indebtedness of the resulting, surviving or
transferee entity is rated less than BBB-by Standard dc Poor's Rating Group ("Stkp'ss) or less than

Baa3 by Moody's Investor Service, Inc. ("Moody's"), or (ii) if ao such ratings exist, the Policies (as
defined below) in effect at the time, of the non-Affected Party, would cause such non-Affected Party,
solely as a result of a change in the nature, character, identity or condition of the Affected Party fium
its state (as a party to the Agreement) prior to such consolidation, amalgamation, merger or transfer, to
decline to make an extension of credit to, or enter into a Transaction with, the resulting, surviving or
transferee entity. For purposes of this definition, "Policies" means a petty's (I) internal credit limits
applicable to individual entities, (2) other limits on conducting business with entities domiciled in

certain jmisdictions or engaging in certain activities, or (3) internal restrictions on conducting business
with entities with whom such party has had prior adverse business relations.

In addition, Section 5(b)(iv) shall be amended to add the phrase "or eifectuates a liquidating dividend,
leveraged buyout, other similarly highly-leveraged transaction, redemption of indebtedness, or stock
buyback or similar call on equity" immediately after the phrase "consolidates or amalgamates with, or
merges with or into, or transfers all or substantially all its assets to, another entity". The parties also
agree that in the event of a transfer of assets, this provision shall apply if the transfer is with respect to
a substantial portion of such assets.

(e) The Aurorrarric Early Termination" provision of Section 6(a) will not apply to party A and
will not apply to Patty B. Additionally, Section 6(a) is hereby amended by inserting the followmg at
the cnd of the first sentence atter the word "'fransactions" on line 5:

EXECUTION



"under this Master Agreement and the EEI Agreement, provided that a party may not
terminate the Transactions under this Master Ayeement or the EEI Agreement without
terminating the Transactions under the other agreement. " "EEI Agreement" shall mean
the EEI Master Power Purchase k Sale Agreement dated August 8, 2003 between Party A
and Party B,as amended.

(I) The "Additional Termination Event" provision of Section 5(b)(v) will not apply with respect
to either party.

(g) "Additional Event ojDefuutt" shall apply with respect to both Party A and Party Band is delined
as the fogowing:

nAdeqnete Assurance Defentcn When a party ("Demanding party") has commerciagy
reasonable grounds for insecurity regarding payment or performance by the other party
("Affected Party" ) (i) under this Agreement and/or (ii) with respect to any transaction for the
purchase and sale of physical electric power, electric power capacity ("Power Transaction'*),
pursuant to the EEI Agreement, then the other party ("Demanding Party" ) may require the
Alfected Party to pmvide Adequate Assurance. Failure by the Affected Party to transfer
Adequate Assurance to the Demanding Party pursuant to Part 1(i)(1)of this Agreement shag
be an Event ofDefault under Section 5 of this Agreement.

(1) The Affected Party shall transfer such Adequate Assurance by 5:00 p.m, on the second
(2" ) Local Business Day following the date of receipt by the Affected Party of the demand by
the Demanding Party. If the demand for Adequate Assurance is received by the Affected
Party alter 2:00 p.m. on a Local Business Day, receipt of such demand shall bc deemed to
have occurred on the next following Local Business Day.

(a) "Adequate Assurance n means Cash or a Letter of Credit, for an amount and term
reasonably acceptable to the Demanding Party.

(b) Adequate Assurance shall be deemed to be Posted Collateral and be subject to the
provisions contained in the Cmdit Support Annex; however, such Adequate Assurance
shall not be included in the calculation of Delivery Amount or Return Amount as defined
in Paragraph 3.

(2) Once the Demanding Party has determined in a commercially reasonable manner that (i)
the Affected Party no longer presents an insecurity regarding payment or performance, or (ii)
the Affected Patty has no further obligations under this Agreement, then the Demanding Patty
shall (at the request oi'the Affected Party if the Adequate Assurance wasJxrsted pursuant to (ii)
herein) return such Adequate Assunmce by 5i00 p.m. on the second (2 ) Local Business Day
following such determination or mquest, as applicable.

(h) Payments on Early Termination. For the purpose of Section 6(e) ofthis Agreement:

(i) Loss will apply.
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(ii) The Second Method will apply.

Lperminutien Currency" means United States Dollars.

Amendments ro Section 5(aj. The patties agree to amend the following subsections of Section
5(a) as follows:

(i) Clause (i) is amended to delete the phrase "on or before the third Local Business Day" in
the third line thereof and insert the phrase "within two Local Business Days".

(ii) Clause (v) is amended to delete the phrase "continues for at least three Local Business
Days" io the seventh line thereof and insert the phrase "continues for at least two Local
Business Days".

Part 2. Tax Representatians,

(a) Payer ifepresenrarions. For the purpose of Section 3(e) of this Agreement, Party A and Party
B each make the following representation:

It is not required by any applicable law, as modified by the practice of any relevant

governmental revenue authority, ol' any Relevant Jurisdiction to make any deduction or
withholding for or on account of any Tax from any payment (other than interest under Section
2(e), 6(d)(ii) or 6(e) of this Agreement) to be made by it to the other party under this
Agreement. In making this representation, it may rely on (i) the accuracy of any
representations made by the other party pwsuant to Section 3(l) of this Agreement, (ii) the
satisfaction of the agreement contained in Section 4(a)(i) or 4(a)(iii) of this Agreement and the

accuracy and effectiveness of any document provided by the other party pursuant to Section
4(a)(i) or 4(a)(iii) of this Agreement and (iii) the satisfaction of the agreement of the other party
contained in Section 4(d) of this Agreement, provided that it shall not be a breach of this
representation where reliance is placed on clause (ii) and the other party does not deliver a form
or document under Section 4(a)(iii) by reason of material prejudice to its legal or commercial
posltloll.

(b) Payee Jfepreserrrations. For the purpose of Section 3(l) of this Agreement, each party makes
the representations specified below, if any. The following representations apply with respect to each
Transaction between Party A and Party B:

Party At Party A is a limited liability company organized under the laws of the State of North
Carolina and is a resident of the United States of America and its U.S. taxpayer identiftcation
number is 56-0205520.

Party Bt Party B is a limited liability company orgwuzed under the laws of the State of
Wisconsin and is a resident of the United States of America and its V.S. taxpayer identification
nuruber is 41-1889936.
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Part 3. Agreement to Deliver Documents.

For the purpose of Sections 4(a)(i) and (ii) of this Agreement, each party agrees to deliver the
following documents, as applicable;

Documents to be delivered are:

Party required to
deliver document

Form/Document/
Certificate

Date by wluch to
be delivered

Covered by Section
3(d) Representation

Party A and Party B Signing authority
consisting of evidence of
authoriW, incumbency and
specimen signature of each
person executing any
document ou its behalf in
connection with this
Agreement.

On the signing of
this Agreement
and, if requested,
upon signing of
any Confirmation.

Yes

Party A and Party 8 The most recent copy of
the Annual Report and
audited, and publicly
available, consolidated
financial statements for
such party or, ifnone, the
party's Credit Support
Provider, certified by
independent public
accountants and prepared
in accordance with

generally accepted
accounting principles.

As soon as
prsciicabie after
demand but in no
event earlier than

f20 days afier the
end of each fisrai
year of a Party's
Credit Support
Provider if such
tinancial statement
is not available on
"EDGAR" or its
home page on the
World Wide Web at

k
~eoer .corn/ with

respect to Puny A

and
:I

om/ with respect to
Party B.

Yes

Party A and Party B Most recently prepared
unaudited quarterly
financial statements of a
party's Credit Support
Provider prepared in
accordance with GAAP.

As soon as
practicable afier
demand. If such
financial statement
is not available on
"EDGAR" or the

Yes
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party's home page
on the World Wide
Web at
I~II .d
~oner .corn/, with
respect to Party A
snd
u:II
om/ with respect to
Party B.

Party A and Party B A duly executed copy of the At execution of this Yes
Credit Support Documents. Master Agreement.

Party A and Patty B A properly executed
Internal Revenue Service
Form W-9 or an

appropriate successor form,

Upon execution of
this Agreement
and there atter to
the extent the form
previously
furnished has
ceased to be
efFective, the
nlfofnlatlcn
therein has become
inaccurate or such
iorm has been
superseded.

Yes

Party A and Farty B Such other documents as Upon request.
the other party may
reasonably request.

No

Part 4. Miscellsneeus.

(a) Addresses far/Ye/lees. For the purpose of Section 12(a) ofthis Agreement:

Address for notices or communications to Party A:

All notices or communications to Party A relating to this Agreement, other than those given
connection with Sections 5, 6 or 9(b), or Paragraph 13 of the Credit Support Annex, are to be
given to it at the following address or to be sent by facsimile transmission to the number set out
below:
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Address: Duke Energy Carolinas, LLC
Regular Maih 139 East Fourth Street, EA 503
Overnight Mail; 221 East Main Street, AT II, 6th Floor
Cincinnati, Ohio 45202

Attention. 'Manager, Contract Administration
Telephone Noc 513-419-5466
Pacsimile No: 513-419-5196

Any notices or communications to be sent to Party A in connection with Sections 5, 6 or 9(b)„
or Paragraph 13 of the Credit Support Annex, ere also to be given to it at the following address
or to be mnt by facsimile transmission to the number set out below:

Duke Energy Camlirms, LLC
Regular Maih 526 South Church Street, EC204Z
Charlotte, NC 28202

Attention: Credit Risk Manager
Telephone Noc704-382-5903
Facsimile Non 704-382-1241

Any notices or conununications to be sent to Party A in connection with Sections 5 or 6 are
also to be given to it at the following address or to be sent by facsimile transmission to the
number set out below:

Address: Duke Energy Carolinas, LLC
139 E. Fourth Street EA025
Cincinnati, OH 45202

Attention: Associate General Counsel
Telephone Noc513-419-1824
Facsimile Noc 513-419-1846

Address for Party A Transhnst

Payment; PNC Bank
For the Account of: DEC
Account No/CHfPS UID: 4006907111
Fed. ABA Noc 042000398

Address for notices or communications to Party B:

Cargill Power Markets, LLC
Mailstop it150
9350 Excelsior Blvd.
Hopkins, MN 55343
USA
Attention: Ctedit Department
Telephone: 952-984-3660
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Facsimile: 952-984-3763

(b) Process Agent. For the purpose of Section 13(c)of this Agreement, neither Party A nor Party
8 appoints a process agent.

(c) Offices. The provisions of Sectian 10(a) will apply to this Agteement.

(d) ilfugdbrunch Putty. Far the purpose of Section 10(c)of this Agreement:

Party A is not a Multibranch Party.

Party 8 is not a Multibranch Party.

(e) Cuicuiotion Agent. The Calculation Agent is Party A unless otherwise specified in a
Confirmatio in relation to the relevant Transaotion; provided, however„ if Party A is thc Defaulting
Party, the Calculation Agent shall be Party 8 (or any designated third party mutually agreed to by the
parties) until such time as Party A is no longer a Defaulting Party. All calculations made by the
Calculation Agent may be independently confirmed by the other party at its sole discretion. In the
event that the Parties' initial calculations are inconsistent and the amount owed disputed, the
undisputed amount will be used to determine payment obligations and, if then due, paid by the relevant

party. The parties shall endeavor to resolve any such dispute in good faith. If the parties are unable to
resolve such dispute within a commercially reasonable time, the parties shall mutually select a dealer
in the applicable commodity to act as Calculation Agent with respect to the issue in dispute, The
failure of Parly A to perform its obligations as Calculation Agent hereunder shafi not be construed as
an Event of Default or Termination Event.

(I) Credit Support Document (i) With respect to Party A and Party 8, the Credit Support Annex
and any schedule attached hereto, which constitutes a Credit Support Document, is incorporated by
reference in, and made part of, the Agreement and each Confirmation (unless provided otherwise in a
Confirmation) as if set forth in full in the Agreement or such Confirmation. (ii) With respect to Party
A, none. (iii) With respect to Party 8, a guaranty, in the form and substance acceptable to Party A .

(g) Credit Support Providers. With reference to Section 14 (Definitions), "Credit Support
Provider" means None in relation ta Party A. "Credit Support Provider" means Cargill, Incorporated
in relation to Party B.

(h) Governing Law. In regard to Section 13(a), the Parties agree that this Agreement will be
governed by and construed in accordance with New York law (without reference to choice af law
doctrine).

(i) Netthrg ofPayments. Sub-paragraph (ii) of Section 2(c) of this Agreement will not apply snd
therefore the netting specified in Section 2(cl of this Agreement will apply across all Transactions with

etfect from the effective date of this Agreement. For avoidance of doubt, the parties hereby
acknowledge and agree that the provisions of Section 2(c) shall not apply to any transaction or
agreement not covered by this Agreement. The Calculation Agent shall notify the parties of the
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amounts of such netted payments (which notice may be made by telephone). Notwithstanding the
foregoing and the netting of payments pursuant hereto, each party will provide the other party with
sepamte invoices and documentation covering each Transaction sufiicient to permit the other party to
comply with its internal accounting and record keeping pmeedures concerning individual Transactions.

(j) ~iffcte. "Affiliate" wifi have the meaning specified in Section 14 of this Agreement.

Part 5. Other Provisions

(a) Additional Daffier)iens. Section I (a) ("Definitions") is expanded to provide that this

Agreement, each Confirmation and each Transaction incorporates, and is subject to and governed by,
the 2000 ISDA Definitions (tbe "ISDA Definitions" ) and tbe 2005 ISDA Commodity Definitions (the
"Commodity Definitions" ), each as amended, supplemented, updated, and restated from time to time,
each as published by the International Swaps and Derivatives Association, Inc. (formerly known as the
International Swap Dealers Association, Inc.) (collectively, the "Definitions" ). For purposes of this
Agreement, all references in the Defmitions to "Swap Transactions" shall be deemed references to
"Transactions". Furthermore, with respect to the Market Disruption Events and Disruption Fallbacks
set forth in the Commodity Definitions, the parties agree that Sections 74(d)(i) and 7.5(d)(i) shall

apply to all Transactions; provided, however, that the term "Fallback Reference Dealer" shall be
amended to provide that each party shall select two Reference Dealers which shall not be affiliates of
either party. The Definitions, as so modified, am incorporated by reference herein, and made part of,
this Agreement and each Confirmation as if set forth in full in this Agreement and such Confirmations.

(b) fucoissisteucy. Section I (b) ("Inconsistency") is modilied to provide that in the event of any
inconsistency between the provisions of this Agreement (including this Schedule) and the Definitions
referred to above, this Agreement will prevail. In the event of any inconsistency between the
provisions of any Confirmation and this Agreement (including this Schedule) or the Definitions, such
Confirmation wifi prevail for tbe purpose of the relevant Transaction. In the event of any
inconsistency between the provisions of the ISDA Definitions and the Commodity Definitions, the
Commodity Definitions, as amended, shall control.

(c) Terrrriuuricu Based on ivories. This Agreement may be terminated by a party giving thirty

(30) days' prior written notice to the other, provided however, that this Agreement shall rssnain in full

force and effect with respect to any Transacuons governed by this Agreement and any obligations arising
under or in connection with such Transactions and provided, fiuther, that if, after any such termination,

any performance of any such obligation is rescinded or must otherwise be restored or returned upon the
insolvency, bankruptcy or reorganization of a party or otherwise, then this Agreement shall apply to such
obligation as if such obligation had not been performed. Such notice will only be effective if there is
concurrent cancellation of the EEI Agreement,

(d) Single Agreeiueur. The phrase "(evidencing Transactions heretofore or hereafter entered into
between Party A and Party B)s is hereby added afier the word "Confirmationss in Section 1(c).

(e) Additional ilepreseuiaiians. Section 3 is aruended by adding the following paragraphs 3 (g), (h),
(i), (3) and (k):
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"(g) Eiae of Business. It has entered into this Agreement (including each Transaction
evidenced hereby) in conjunction with its line of business (including financial intermediation
services) or the financing of its business.

(h) Eligible Conlracl parricipanr. It is an "eligible contract psnicipant" as such term is
defined in Section I a(12) of the Commodity Exchange Act, as amended.

(i) Srandardrkarion, Credirtvorrhiness, and Transferability. The economic terms of this
Agreement, any Credit Support Document and each Transaction have been individually tailored
and negotiated by each party. Each party has received and reviewed financial information

concerning the other party and has had a reasonable opportunity to ask questions of and receive
answers and information from the other party concerning such other party, this Agreement,
such Credit Support Document, and such Transaction. Thc creditworthiness of the other party
was a material consideration to each party in entering into or determining the terms of this
Agreement, such Credit Support Document and such Transaction. The transferability of this
Agreement, such Credit Support Document, and such Transaction is restricted as provided
herein and therein.

(j) No Reliance. In connection with the negotiation of, the entering into, and the
confirming of the execution of this Agreement, any Credit Support Document to which it is a
party, and each Transaction: (i) it is acting as principal (and not as agent or in any other
capacity, fiduciary or otherwise); (ii) the other party is not acting as a fiduciary or financial or
investment advisor for it; (iii) it is not relying upon any representations (whether written or
oral) of the other party other than the representations expressly set forth in this Agreement and
in such Credit Support Document; (iv) the other party has not given to it (directly or indirectly
through any other person) any advice, counsel, assurance, guaraotee, or representation
whatsoever as to the expected or projected success, profitability, return, perfonnance, result,
efiect, consequence, or benefit (either legal, regulatory, tax, financial, accounting, or otherwise)
of this Agreement, such Credit Support Document, or such Transaction; (v) it has consulted
with its own legal, regulatory, tax, business, investment, financial, and accounting advisors to
the extent it has deemed necessary, and it has made its own investment, hedging, and trading
decisions based upon its own judgment and upon any advice from such advisors as it bas
deemed necessary, and not upon any view expressed by the other party; (vi) all trading
decisions have been the result of arm's length negotiations between the parties; and (vii) it is
entering into this Agreement, such Credit Support Document, and such Transaction with a full

understanding of all of the risks hereof and thereof (economic and otherwise) and it is capable
of assuming and willing to assume (financially and otherwise) those risks.

(k) Commercial User. Solely with respect to Options, it is a producer, pmcessor, or
commercial user of, or a merchant handling, the commodity which is the subject of the
Transaction, or the products or byproducts thereof, and it is entering into such Transaction
solely for purposes related to its business as such.
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(I) Rentrrnptcy Code Representation. The parties hereto intend that this Agreement shall
be a "swap agreemcnt" and a "master agreement" for purposes of 11 U.S.C 101(538)y

(1) Absence of litigation. Section 3(c) of this Agreement is hereby amended by adding the words
"in any material respect" to the end of the section.

(g) Accuracy of Specified Information. Section 3(d) of this Agreement is hereby amended by
adding in the third line thereof afier the word "respect" and befote the period the words "or, in the case
of audited or unaudited financial statements, a presentation of the financial conditian af the relevant

party in accordance with generally accepted accounting principles, consistently applied.
"

(h) Bankruptcy Section 5(a)(vii)(4) is hereby modified by deleting, following the word
"liquidation" in line 9, the clause beginning with "snd, in the case off and ending with the word
"thereof' in line 13; and in clause (vii)(7)i deleting, following the word "assets" in line 19, the clause
beginning with "snd such secured party" and ending with the word "thereaffer" in line 21.

(i) Early Termination Period. Notwithstanding anything to the contrary in Section 6(a), (b), or
(c) the parties agree that, except with respect to Transactions (if any) that are subject to Automatic
Early Termination, the Non-defaulting Party is not required to liquidate the Transactions on a single
day, but rather may liquidate the Transactions over a commercially reasonable period of time (not to
exceed twenty (20) days) (the "Early Termination Period'"), The last day of the Forty Termination
Period shall be the Early Termination Date for purposes of Section 6; provided, however, that interest
shall accrue on the Transactions liquidated during the Early Termination Period (i.e. fmm the date of
liquidation) prior to the Early Termination Date at the Default Rate.

(j) Setoff. Section 6 is amended by adding a new Section 6(t) as follows:

"(1) Set-off. Without affecting the provisions of the Agreement requiring the calculation of
certain net payment amounts, all payinents under this Agreement will be made without set-off
or counterclaim; provided, however, that upon the designation of any Early Termination Date,
in addition to and not in limitation of any other right or remedy (including right to set off,
counterclaim, or otherwise withhold payment or sny recourse to any Credit Support Document)
under applicable law the Non-defaulting Party or Non-affected Party (in either case, "X")may
without prior notice to any person set off any sum or obligation (whether or not arising under
this Agreement and whether matured or unmatured, whether or not contingent or irrespective of
currency, place of payment or booking oflice of the sum or obligation) awed by or owed ta the
Defaulting Party or Affected Party (in either case, sY') to or from X or any Affiliate of X
against any sum or obligation (whether ar not arising under this Agreement and whether
matured or unmatured, whether or not contingent or irrespective of currency, place of payment
or booking office of the sum or obligation) owed by or owed to X or any Affiliat of X to or
from Y.

For this purpose, either the Early Termination Amount or the Other Agreement Amount (or thc
relevant portion of such amounts) may be converted by X into the currency in which the other
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is denominated at the rate of exchange at which such party is able, acting in a reasonable
manner and in good faith, to purchase the relevant amount of such currency.

If an obligation is unascertained, X may in good faith estimate that obligation and set-off in
respect ofthe estimate, subject to the relevant party accounting to the other
when the obligation is ascertained.

Nothing in this Section 6(f) shall be effective to create a charge or other security interest. This
Section 6(I) shall be without prejudice and in addition to any right of set-aff, combination of
accounts, lien or other right to which any party is at any time otherwise entitled (whether by
operation of law, contract or otherwise). "

(k) Procedures for Bnrering Inta??unseen'ans. Section 9(e) "Counterparts and Confirmations" is
hereby deleted in its entirety and replaced with the following:

"(e) Connrerpnrrs and Cnnfirnrarions.

(iv)

This Agreement (and each amendment, modification and waiver in respect of it)
may be executed and delivered in counterparts (including by facsimile
transmission), each of which will be deemed an originaL

Should the parties come to an understanding regarding a particular Transaction,
a legally binding agreement shall exist fiam the moment that the parties hereto

agree on the essentitd terms of such Transaction, whether it is orally or
electronically recorded (the "Transaction Tape" ).

Party B shall promptly send to Party A a Canfirtnation setting forth the terms of
such Transaction. Party A shall execute and return the Confirmation to Party B
or request correction of any error by 5:00p.m. New York Time on the third (3' )
Local Business Day following receipt thereof. Failure of Party A to respond
within such period shall not affect the validity or enforceability of such
Transaction and shtdl be deemed to be an affirmation of such terms, The patties
shall endeavor to conclude sll transactions with a Confirmation signed by both
parties. In the event they fail to do so, then the parties agree that they may
submit other evidence, as well, in the event af a dispute, including, but not.

limited to, the Transaction Tape. If any disputes shall arise as to whether an
error exists in a Confirmation, the parties shall resolve ihe dispuie in goad faith.

Until a Confirmation is executed by both af the parties, the Transactiou Tape is
adopted by the parties as a means by which a Transaction is reduced to tangible
form and the parties to a Transaction are identified and have authenticated a
Transaction. Any Transaction fortned and effectuated pursuant to the foregoing
shall be considered "a writing" or "in writing" and to have been "signed" by both
parties and any Transaction Tape shall be considered to constitute an "original"
document evidencing the Transaction. A written Confirmation executed by both
of the parties shall supercede and prevail over a Transaction Tape with respect
ta the subject Transaction.
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(v) The parties agree not to contest or assert a defense to the validity or
enforceability of Transactions entered inta in accordance with this Schedule
under laws relating to (a) whether certain agreemcnts are to be in writing or
signed by the party to be bound thereby or (b) the authority of any employee of
the party.

"

Consenr ro Recording. The parties agree to amend Section 9 by adding a new Section 9(h) as
follows:

s(b) Consent io Recording. The parties agree that each may electronically record all telephone
conversations between them regarding any Transaction and the terms thereof, with or without
the use of a warning tone, and that any such recordings may be submitted in evidence to any
court or in any Proceeding for the purpose of establishing the formation or existence of any
Transaction and the tertns thereol; Each party hereby consents to such recording and agrees to
obtain any necessary consent to, and provide notice of such recording to, its personnel snd the

persoonel of its Affiliates. "

(m) Jurisdiction. Section 13(b) of this Agreement is hereby deleted in its entirety and replaced with the
following:

"(b) Jurisdiction. With respect to any suit, action, claim or pmceedings relating to this

Agreement ("Proceedings" ), neither party waives any objection which it may have at any time to
the laying of venue of any Proceedings brought in any court, waives any claim that such
Proceedings have been brought in an inconvenient forum, nor waives the right to object, with

respect to such proceedings, that a court does not have any jurisdiction over such party. Nothing in

this Agreement pmcludes either party from bringing Proceedings in any jurisdiction, nor will the
bringing of Proceedings in any one or more jurisdictions preclude the bringing of Proceedings in

any other jurisdiction. "

(n) Waiver of Jury Trini. Section 13 of this Agreement is hereby amended by adding the
following new Section 13 (e):

"(e) EACH PARTY WAIVKS, TO TBE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN
RESPECT OF ANY SUIT) ACTION OR PROCEEDING RELATING TO THIS
AGRKEMKNT OR ANY CREDIT SUPPORT DOCUMENT. EACH PARTY (I)
CERTIFIES THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF THE
OTHER PARTY OR ANY CREDIT SUPPORT PROVIDER HAS REPRESENTED,
EXPRESSLY OR OTHERWISK, THAT SUCH OTHER PARTY WOULD NOT, IN
THE EVENT OF SUCH A SUIT, ACTION OR PROCEEDING, SEEK TO ENFORCE
THK FOREGOING WAIVER AND (B) ACKNOWLEDGES THAT IT AND THE
OTHER PARTY HAVE BEEN INDUCED TO ENTER INTO THIS AGREEMENT AND
PROVIDE FOR ANY CREDIT SUPPORT DOCUMENT, AS APPLICABLK, BY,
AMONG OTHER TIBNGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN
THIS SECTION."
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(o) Linu'ration of fiafaiiry. Section 13 of this Agreement is hereby amended by adding the
following new Section 13(f):

"(I) WITH RESPECT TO CLAIMS UNDER THIS AGREEMENT) NO PARTY
SHALL BE REQUIRED TO PAY OR BE LIABLE FOR EXEMPLARY, PUNITIVE,
INCIDENTAL, CONSEQUENTIAL, OR INDIRECT DAMAGES (WHETHER OR NOT
ARISING FROM ITS NEGLIGENCE) TO ANY OTHER PARTY EXCEPT TO THE
EXTENT THAT THK PAYMENTS REQUIRED TO BE MADE PURSUANT TO THIS
AGREEMENT ARK DEEMED TO BE SUCH DAMAGES. IF AND TO THE EXTENT
ANY PAYMENT REQUIRED TO BK MADE PURSUANT TO THIS AGREEMENT IS
DEEMED TO CONSTITUTE LIQUIDATED DAMAGES, THE PARTIES
ACKNOWLEDGE AND AGREE THAT SUCH DAMAGES ARE DIFFICULT OR
IMPOSSIBLE TO DETERMINE AND THAT SUCH PAYMENT IS INTENDED TO BE
A REASONABLE APPROXIMATION OF THE AMOUNT OF SUCH DAMAGES AND
NOT A PENALTY. "

(p) Dsfaair Rare. With reference to Section 14 (Definitions), "Default Rate*' shaB be simple
interest equal to the U.S.Prime Rate as quoted in the Money Rates section of The Wall Street Journal

plus 2% per annum.

(q) Reference gfartter-magers. The definition of "Reference Market-makers" in Section 14 is
hereby amended by deleting clause (b}thereof.

(r) Confidentiality. Each party agrees that this Agreement and afi other documents relating to this
Agreement and any information provided to it or its Credit Support Pmvider, if any, in connection
therewith will be used only for purposes related to its relationship with the other party and will be kept
confidential, subject to ihe following exceptions:

(i) disclosure of information to affiliates, directors, employees, regulators, counsel,
auditors, credit rating agencies, agents or other advisors of a party to whom it is
necessary to show the information for purposes related to its relationship with the
other party, each of whom will be informed of the confidential nature of the
information;

(ii) disclosure of information in any statement or testimony pursuant to a subpoena,
summons or order by any court, govenunent body, agency or authority, or otherwise
required by law, order, regulation, ruling or in connection with applicable litigation;

(iii) disclosure of information upon the request or demand of any regulatory authority;

(iv) disclosure of information to potential or actual assignees, participants and/or other
transfers of an interest in extensions of credit related to any contemplated transaction,
but only in connection with assignments or transfers permitted under the tertns of
Section 7 of this Agreement (such entities will be subject to the same confidentiality
provisions as those of the parties hereto);
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(v) disclosure of information about onc of the parties that (a) is or becomes generally
available to the public other than as a result of a disclosure by the other party or its
representatives; (b) becomes available to the other party on a non-confidential basis
from a source other than that party or one of its agents ar (c) was known to the other

party on a non-confidential basis at independently developed by the other party prior
to its disclasure to the other party by that party or one of its agents; or

(vi) disclosure of information to a rating agency in connection with such patty's credit
rathtg.

Each party acknowledges that routinely prepared credit memos or similar internal analysis msy
be based upon such confidential information, and will be subject to the same rules of
confidentiality as stated above.

(s) Limitation ofRate. Notwithstanding any provision to the contrary contained in this Agreement,
in no event shall the Default Rate, Non-default Rate, Termination Rate, or Interest Rate exceed the
Highest Lawful Rate. For purposes hereof, "Highest Lawful Rate" shall mean, with tespect to each
party, the maximum non-usurious interest rate, if any, that at any time or from time to time may be
contracted for, taken, reserved, charged, or received on the subject indebtedness under the law
applicable to such party which is presently in effect ar, to the extent allowed by law, may hereafier be
in effect and which allows a higher maximum non-usurious interest rate than applicable law presently
allows.

(t) Sererebility. If any term, provision, covenant, or condition of this Agreement, or the
application thereof to any party ar circumstance, shall be held to be invalid or unenfotceable (in whole
or in part) for any reason, the remaining ierms, provisions, covenants and conditions hereof shall
continue in full farce and effect as if this Agreement hsd been executed with the invalid or
unenforceable portion eliminated, so long as this Agreement as so modified continues to express,
without material change, the original intentions of the parties as to the subject matter of this
Agreeraent; provided, however, that this severability provision shall not be applicable if aay pmvision
af Section 2, 5, 6, or 13 (or any defmition or provision in Section I4 to the extent it relates to, or is
used in or in connection with any such Section) shall be so held to be invalid or unenforceable.

(u) 2002 ISDA Energy Agreement Bridge

(I) Energy Agreement Bridging Provisions

(a) Scope of Provision. This provision will apply ta this Agreement and all transactions
into which the parties have entered or may enter as principal and in respect of which the
confirmation or other confirming evidence supplements, forms part of or is subject to the terms
af any Bridged Agreement (each a "Bridged Transaction" ).

(b) Bridged Agreements. For purposes of this provision, the following agreements
between the parties, as amended from time to time, or any restatement or replacement thereof,
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will constitute Bridged Agreements:

(i) EFI Master Power Purchase k Sale Agreement, dated August 8, 2003, as amended; and

(ii) any agreement that the parties agree will be subject to the 2002 ISDA Energy
Agreement Bridge.

(c) Bridging Event. For purposes of this provision, a Bridging Event will occur:

(i) (A) immediately upon the designation of an Farly Termination Date as a result of the
occurrence of an Event of Default under this Agreement, or (8) if Automatic Early Termination

applies, immediately upon the deemed occurrence of an Early Termination Date; or

(ii) (A) immediately upon the designation, pursuant to the terms of the relevant Bridged
Agreement and as a result of the occurrence of an event of default (however described) under a
Bridged Agreement, unless that event of default is specified as an Fxcluded Event pursuant to
paragraph (d) below, (a "Relevant Event" ) of a day on which all transactions outstanding under
the Bridged Agreement will be accelerated, terminated or cancelled, as the case may be, in

accordance with the provisions of the relevant Bridged Agreement, or (B) if transactions
outstanding under the Bridged Agreement terminate automatically as a result of the occurrence
of a Relevant Event, at the same time as those transactions terminate under the terms of the
Bridged Agreement.

(d) EXCLUDED EVENTS. FOR PURPOSES OF PARAGRAPH (C)(H) ABOVE, THE
EVENTS SPECHUED BELOW IN RESPECT OF THE FOLLOWING BRIDGFD
AGREEMENTS CONSTITUTE EXCLUDED EVENTS:

Not Applicable

(e) Effect ofBridging Event.

(i) Ifa Bridging Event described in paragraph (c)(i) above occurs:

(A) an event of default (however described) under each Bridged Agreement will be
deemed to have occurred with respect to the party that is the Defaulting Party under this
Agreement and in respect of all outstanding Bridged Transactions;

(B) the parties' delivery and payment obligations (and any other obligations they
have under each relevant Bridged Agreement) in respect of any Bridged Transactions
will be accelerated, terminated or cancelled, as the case may be, in accordance with the
provisions of each relevant Bridged Agreement, so that (notwithstanding the provisions
of each relevant Bridged Agreement) the acceleration, termination or cancellation will

occur upon the occurrence or, if applicable pursuant to paragraph (c)(i) above, deemed
occurrence of the Early Tertnination Date, and any relevant notices required to be given
under the terms of each Bridged Agreement will be deemed to have been given with
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ell'ect from a date such that the acceleration, termination or cancellation will occur on
the Early Termination Date;

(C) each Bridged Agreement will be deemed to constitute a Terminated Transaction
for purposes of this Agreement; and

(D) for purposes of Section 6 of this Agreement, all amounts due or which othenvise
would become due under Bridged Transactions or Bridged Agreements will be deemed
to have been amounts due under Section 2(a)(i) on the Early Termination Date.

If a Bridging Event described in paragraph (c)(ii) above occurs:

(A) an event of default (however described) in respect of all outstanding Bridged
Transactions under each other Bridged Agreement and an Event of Default under this

Agreement will be deemed to have occurred with respect to the party that is the party in
default under the relevant Bridged Agreement;

(B) the parties' delivery and payment obligations (and any other obligations they
have under each relevant Bridged Agreement) in respect of any Bridged Transactions
will be accelerated, terminated or cancelled, as the case may be, in accordance with the
provisions of each relevant Bridged Agreement, so that (notwithstanding the provisions
of each relevant Bridged Agreement) the acceleration, termination or cancellation will

occur upon the deemed occurrence of an Early Termination Date pursuant to
subparagraph (C) below, and any relevant notices required to be given under the terms
of each Bridged Agreement will be deemed to have been given with effect from a date

such that the acceleration, termination or cancellation will occur ou the Early
Termination Date;

(C) a notice designating an Early Termination Date will be deemed to have been

given with effect from a date such that an Early Termination Date will occur on the day
designated or, if applicable pursuant to paragraph (c)(ii) above, deemed to occur on
which transactions outstanding under the Bridged Agreement in respect of which a
Bridging Event occurred will be accelerated, terminated or cancelled, as the case may
be;

(D) each Bridged Agreement will be deemed to constitute a Terminated Transaction
for purposes of this Agreement, and

(E) for purposes of Section 6 of this Agreement, all amounts due or which otherwise
would become due under Bridged Transactions or Bridged Agreements will be deemed
to have been amounts due under Section 2(a)(i) on the Early Termination Date.

(I) Puymeur rtfeasure. If Market Quotation is the applicable payment measure for
purposes of Section 6(e), then the Market Quotation determined under Section 6(e) in relation
to the Terminated Transaction constitutrut by a Bridged Agreement will be deemed to bc zero,
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snd, if Loss is the applicable payment measure for purposes of Section 6(e), then the Loss
determined under Section 6(e) in relation to that Terminated Transaction will be limited to the
sum of the Unpaid Amounts determined in respect of that Terminated Transaction.

(g) inconsistency. Where the provisions of this clause are inconsistent with the terms of
any Bridged Agreement, the provisions of this clause will prevail, snd, to the extent that the
terms of a Bridged Agreement are inconsistent with the provisions of this clause, the Bridged
Agreement is amended accordingly. In all other respects, the provisions of each Bridged
Agreement, including the existence (before the occunence ofa Bridging Event under paragraph

(c)(ii)) of any right to accelerate, terminate or cancel the parties' obligations under any Bridged
Agreement, will not be alYected by this provision.

(h) Bridging Event under Paragraph fc)(i) to Prevail. If an event or circumstance which
would otherwise constitute m give rise to a Bridging Event under paragraph (c)(ii) above also
constitutes a Bridging Event under paragmph (c)(i) above, it will be treated as a Bridging Event
under paragraph (c)(i) and will not constitute a Bridging Event under paragraph (c)(ii).

(2) Amendment to Defmition of Unpaid Amounts

The definition of "Unpaid Amounts" in Section 14 of this Agreement is amended:

(a) by the deletion of thc word "and" where it appears for the second time in the fourth line
and its replacement with ","; and

(b) the insertion of the following words atter the words "lor delivery" where they appear in

the ninth line: "snd

(c) in respect of each Terminated Transaction consisting of a Bridged Agreement, any
amounts due (or which would have become due but for Section 6(c)(ii)) to such party as a
result of any acceleration, termination or cancellation, as the case may be, oi' the parties'
obligations under that Bridged Agreement. either pursuant to the terms of the relevant Bridged
Agreement or otherwise".

IN WITNESS WHEREOF the parties have executed this document as set forth below with effect
Rom the date specified on the first page of this document.

DUKE ENERGY CAROLINAS, LLC CARGILL POWER MARKETS, LLC

I ass& 5 I
(t t«. r«,'&«P

Name r c iNcr
Title: Crrd + ivtxns rr
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(Bilateral Form) (ISDA Agreemeats Subject to New York Lsw Only)

ISDA.
)ntsrnaaonai swap unsure Assooianon, tnc.

CREDIT SUPPORT ANNEX
to the Schedule to the

1992 ISDA Master Agreement

dated as of May 14, 2010

between

DUKE ENERGY CAROLINAS, LLC (aParty A")

CARGILL POWER MARKETS, LLC ("Party Ba)

This Annex supplements, fonna a part of, sad is subject to, tbe above-referenced Agreement, is part of its Schedule
and is s Credit Support Document under this Agreement with respect to each party.

Accordingly, the parties agree ss follows:—

Paragraph I. Interpretation

(a) Dnfrnitions and fncoimlmeucy. Cspitalixed tertns not otherwise defined herein or elsewhere in this
Agreemant have the meanings specified pursuant to Paragraph 12, and afi references in this Armex to Paragraphs
are to Paragraphs of this Annex. In the event of any inconsistency between this Annex and the other provisions
of this Schedule, this Annex will prevail, and in the event of any inconsistency between Paragraph 13 and the
other provisions of this Annex, Paragraph 13 will prevail.

(b) Securud parry und pledgor. All references in this Annex to the aSecuted pmty*' will be to either patty
when acting in that capacity and afi corresponding refmeacm to the apledgor" will be to the other parly when
ecting in that capacity; provided, however, that if Other Posrcd Support is beld by a patty to this Annex, afi
references herein te that party ss the Secured Party with tespect to that Other Posted Support will be to that party
ss the beneficimy thereof and will not subject that support or that patty as the beneficiary thereof to provisions
of lsw generafiy relating to security interests and secured parties.

Paragraph 2. Security Interest

Each parly, m the Pledgor, heteby pledges to the other party, as the Secured Party, as security for its Obligations,
and grants to the Secured Party a first priority continuing security interest in, lien on and right of Set-off against
afi Posted Cofiatcral Transferred to ot received by the Secured Party hereunder. Upon the Transfer by the Secured
Party to the Pledgor of Posted Cofiatetal, tha security internet and lian granted hereunder on that Posted Collateral
will be released immediately snd, to the extent possible, without any further action by either pmty.

copynsbr @ t 994 by intwnatinnst swap and Darivatiws Asrooration, ina.

EXECUTION



1SDA
lnteraatioaal Swaps and Derivatives Association, inc.

PARAGRAPH 13

to the
1994 CREDIT SVPPORT ANNEX

effective as of May 14,2010

between

Duke Energy Carohnas, LLC (oParty Au)
sllil

Cargill Power Markets, LLC ("Party B")

Paragraph 13. Elections and Variables

(s) Security Interest for "Obligations". The term "Obligations" as used in this Annex has the
meaning specified in Paragraph 12 and includes the following additional obligations:

With respect to Party A: All Obligations with respect to any snd all Specified Transactions.

With respect to Party B: All Obligations with respect to any and all Specified Transactions.

(b) Credit Support Obligations.

(i) Delivery Amount, Return Amount and Credg Support Amoant:

(A) "Delivery Amount" has the meaning specified in Paragraph 3(a).

(B) "Return Amount" has thc meaning specified in Paragraph 3(b).

(C) "Credit Support Amount" has the meaning specified in Paragraph 3.

(ii) Eligible Colluteral. The following items will qualify as "Eligib(e Collateral" for the party
specified:

Valuation
Party A Para 8 ~Percents e

Cash [X] [X] 10tp/a

(iii) Other Eligible Support. The following item will qualify as "Other Eligible Support" for
Party A and for Party B: a "Letter of Credit"(as defined in Paragraph 13 (i) (v) "Additional
Definitions" ). Sec Paragraph 13(i) for further provisions regarding letters ofcredit. The Valuation
Percentage shall be 100% of the Value of the Other Eligible Support unless (i) a Letter of Credit
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Default shafi apply with respect to such Letter of Credit, or (ii) twenty (20) or fewer Business Days
remain prior to the expiration of such Letter of Credit, in either of which case the Valuation
Percentage shall be zero (0).

(iv) The "IndependsnlAmonnf' is zero with respect to both Party A and Party 8.

(v) Tlrresholds. "Threshold" means

Sdkp Credit Ra '

A- And above
BBB+
BBB
BBB-

BB+or lower

Mood 's Credit Ratio
A3 and Above
Baal

Baa3

Ba1 or lower

Threshold Amount
$15,000,000
$12,500,000
$10,000,000

$5,000,000

Zero

(vi) ltdinimnm Transfer Amount". The Minimum Transfer Amount shall be zero for both Party
A and Party B.

(vii) Rounding. The Delivery Amount and the Return Amount will be rounded up and down to the
nearest integral multiple of $100,000, respectively.

(c) Vnlnadon nnd Timing

(i) "Valuation Agent" means, for purposes of Paragraphs 3 and 5, the party making the demand

under Patagraph 3, and for the purposes of Paragraph 6(d), the Secured Party receiving or deemed

to receive the Distributions or the Interest Amount, as applicable, provided, however, that in all

eases, if an Event of Default, or Potential Fvent of Default, has occurred and is continuing with

respect to the party designated as the Valuation Agent, then in such case, and for so long as the

Event of Default or Potential Event of Default continues, the other party will be the Valuation
Agent.

(ii) "Valuation Date" means at the request of either party. any Local Business Day which, if
treated as a Valuation Date, would result in a Delivery Amount or Return Amount.

(iii) "Valuation Time" means the close of business on the Local Business Day before the
Valuation Date or date of calculation, as applicable, or any time on the Valuation Date or date. of
calculation, as applicable; Rrovided that the calculations of Value and Exposure will be made as of
appmximately the same time on the same date.

(iv) lyoriJicnrion Time" means 1:00p.m. New York time on a Ixtca) Business Day.

(d) Conditions Precedent and Secured Party's Rigitrs and Remedies. The following Termination

Event(s) will be a "Specified Condiliono fcr thc party specified (that party being the Affected
Party if the Termination Event occurs with respect to that party).
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Illegality
Tax Event
Tax Event Upon Merger
Credit Event Upon Merger
Additional Termination Event(s):
Additiooal Event of Default

[X]
[X]
[X]
[X]
[ ]
[X]

[X]
[x]
[X]
[X][]
[X]

(e)

(i) "Substitution Dote" has the meaning specified in Paragraph 4(d)(ii).

(ii) Consent. If specified here as applicable, then the Pledgor must obtain the Secured Party' s
consent for any substitution pursuant to Paragraph 4(d): Inapplicable.

Dispute Resolution.

(i) "Resolution Time" means 5:00 p.m. , New York Time, on the Local Business Day following
the date on which the notice is given that gives rise to a dispute under Paragraph 5.

(ii) Value. For the purpose of Paragraphs 5(i)(C) and 5(ii), the Value of Posted Credit Support
will be calculated as follows: (i) in the case of cash, the face amount thereof. "Value" with respect
to Other Eligible Support and Other Posted Supporl means the undrawn portion of any Letter of
Credit maintained by the Pledgor (or its Credit Support Pmvider) for the benefit of the Secured
Patty, multiplied by the Valuation Percentage.

(iii) Alternative. The provisions of Paragraph 5 will apply, except to the following extent:

The Disputing Party will notify the Valuation Agent of any dispute not later than close of business
on the Local Business Day that the demand or Transfer is made under Paragraph 3. Pending the
resolution of a dispute, Transfer of the undisputed Value of Eligible Credit Support or Posted
Credit Support involved in the relevant demand will be due not later than the close ofbusiness on
the Local Business Day afier tbe demand was made under Paragraph 3 if the demand is made at or
before the Notification Time, and will be due on the second Local Business Day afier the demand if
the demand is made afier the Notification Time. If the parties resolve the disputed Value of
Eligible Credit Suppori or Posted Credit Support (the "Disputed Amount" ) prior to the Reso'lution

Time, the Disputed Amount is due is not later than the close ofbusiness on the Local Business Day
aller the demand was made. If the parties resolve the Disputed Amount atter the Resolution Time,
it is due on the second Local Business Day after the demand was made.

(g) Holding and Using Posted CollateraL

(i) Eligibility to Hold posted Collaterali Custodians. party A will be entitled to hold posted
Collateral pursuant to Paragraph 6(b) provided that the conditions set out in (A) below are satisfied.
A Custodian for Party A will be entitled to hold Posted Collateral pursuant to Paragraph 6(b)
provided that conditions set out in (B) below are satisfied.

(A) (i) Party A is not a Defaulting Party; and
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(ii) The Credit Rating of Party A is at least BBB-(in the case of S&P) and Baa3 (in the
case of Moody's).

(B) (i) The Custodian is a bank or trust company located in the United States having total
assets of at least US $10,000,000,000 ( ten bglion); and

(ii) The Credit Rating of the Custodian is at least A- (in tbe case of SgtP) and A3 (in
the case of Moody's)

Initially, Party A has not selected a Custodian.

Party B will be entitled to hold Posted Collateral pursuant ta Paragraph 6(b) provided that the
conditions set out in (A) belaw are satisfied. A Custodian for Party B will be entitled to hold
Posted Collateral pursuant to Paragraph 6(b) provided that the conditions set out in (B) below are
sattsfted:

(A) (i) Party B and its credit support provider is not a Defaulting Party; and

(ii) The Credit Rating of Party B is at least BBB-(in the case of S&P) and Baa3 (in the
case of Moody's).

(B) (i) The Custodian is a bank or trust company located in the United States having total
assets of at least US $10,000,000,000 ( ten billion); and

(ii) The Credit Ratiug of the Custodian is at least A- (in the case of S&P) and A3 (in
the case of

Moody�'s)

initially, Party B has not selected a Custodian.

All Posted Collateral shall be held in accounts located in the United States ofAmerica.

(ii) Use of Posted Cottoterut The provisions of Paragraph 6(c) will apply to either Party A and

Party 8 unless and until the credit rating of such Farty or its Credit Support Provider, as the case
may be, falls below Baa3 (Moody's) or BBB- (S&P), and thereatter the provisions of Paragraph

6(c) will not apply to such Party.

(h) Distributions ond Interest Autounr

(i) interest Rale. The "Interest Rate" will be a per annum rate of interest equal to the Federal
Funds Rate. "Federal Funds Rate" means, fot any day, an interest rate per annum equal to the
Federal Funds Rate as published by the Federal Reserve Bank in the H. I5 Release.

(ii) Transfer of fnlerest Amount. The Transfer of the Interest Amount will be made on the third
Local Business Day following each calendar month that Posted Collateral in the form of Cash is
held by the Secured Party pursuant to Paragraph 3.

(i) Orher Eligible Support und Other Posted Support.
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(i) "Value" with respect to Other Eligible Support means the amount of any Letter of Credit,
which bas not been drawn, maintained by the Pledgor (or its Credit Support Provider) for the
beneGt of the Secured Party.

(ii) Transfer" with respect to Other Btgible Support and Other Posted Support means:

(I) For purposes of Paragraph 3(a), delivery of the Letter of Credit by the Pledgor or issuer
of the Letter of Credit to the Secured Party at the address of the Secured Party specified in the
Notices Section of this Agreement, or delivery of an executed amendment to such Letter of
Credit (extending the term or increasing the amount available to the Secured Party thereunder)

by the Pledgor or the issuer of the Letter of Credit to the Secured Party at the address of the
Secured Party specified in the Notices Section of this Agreement; snd

(2) For pmposes of Paragraph 3(b), by the return of an outstanding Letter of Credit by the
Secured Party to the Pledgor or the Issuer of the Letter of Credit, at the address of the Pledgor or
the Issuer specified in the Notices Section of this Agreement, or delivery of an executed
amendment tc the Letter of Credit in form and substance satisfactory to the Pledgor (reducing
the amount available to the Secured Party thereunder) by the Pledgor or the issuer of the Letter
of Credit to the Secured Party at the Secured Party's address specified in the Notices Section of
this Agreement. If a Transfer is to be effected by a reduction in the amount of an outstanding
Letter of Credit previously issued for the beneSI of the Secured Pmty, the Secured Party shall
not unreasonably withhold its consent to a commensurate reduction in the amount of such Letter
of Credit and shall take such action as is reasonably necessary to effectuate such reduction.

(iii) "Letter ofCredg Provisions". Other Eligible Support and Other posted Support provided in

the form ofa Letter of Credit shall be subject to the following provisions.

(I) Unless otherwise agreed in writing by the parties, each Letter of Credit shall be provided
in accordance with the provisions of this Annex, and each Letter of Credit shall be maintained
for the benefit of the Secured Party. The Pledgor shall (i) renew or cause the renewal of each
outstanding Letter of Credit on a timely basis as provided in the relevant Letter of Credit, (ii)
if the bank that issued an outstanding Letter ofCredit has indicated its intent not to renew such
Letter of Credit, provide a substitute Letter of Credit at least twenty (20) Business Days prior
to the expiration of the outstanding Letter of Credit, and (iii) if a bank issuing a Letter of
Credit shall fail to honor the Secured Party's properly documented request to draw on an
outstanding Letter of Credit, the Pledgor shall provide for the benefit of the Secured Party, (x)
a substitute Letter of Credit, that is issued by a bank acceptable to the Secured Party, other
than the bank failing to honor the outstanding Letter of Credit, or (y) Eligible Collateral, in
each case within two (2) Business Day after the Pledgor receives notice of such refusal,
provided that, as a result of the Pledgor's failure to perform in accordance with (i), (ii), or (iii)
above, the Delivery Amount applicable to the Pledgor equals or exceeds the Pledgor's
Minimum Transfer Amount.

(2) As one method of providing Eligible Credit Support, the Pledgor may increase the
amount of an outstanding Letter ofCredit or establish one or more additional I.et ters of Credit.

(3) (i) A Letter of Credit shall provide that the Secured Party may draw upon the Letter of
Credit in an amount (up to the face amount for which the Letter of Credit has been issued) that
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is equal to all amounts that sre due and owing from the Pledgor but have not been paid to the
Secured Party within the time allowed for such payments under this Agreement (including any
related notice or grace period or both). A Letter of Credit shall provide that a drawing be
made on the Letter of Credit submission to the bank issuing the Letter of Credit af one or
more certificates specifying the amounts due and owing to the Secured Parly in accordance
with the specific requirements of the Letter of Credit; (ii) If the Pledgor shall fail to renew,
substitute, or sufficiently increase the amount of aa outstanding Letter af Credit (as the case
may be), or establish one or more additional Letters of Credit, or otherwise provide sufficient
Eligible Credit Support and if the Delivery Amount applicable to the Pledgor equals or
exceeds the Pledgor's Minimum Transfer Amount as a result of such failure, then the Secured
Party may draw on the entire, undrawn portion of any oucstanding Letter of Credit upon
submission to the bank issuing such Letter of Credit of one or more certificates specifying the
amounts due and owing to the Secured Party in accordance with the specific requirements af
thc Letter af Credit. Cash proceeds received fiom drawing upon the Letter of Credit shall be
deemed Eligible Credit Support and shall be maintained in accordance with this annex. The
Pledgor shall remain liable for any amounts due and awing to the Secured Party and
remaining unpaid afier the application of the amounts so drawn by the Secured Party.

(4) If a party's Credit Support Pmvider shall furnish a Letter of Credit hereunder, the amaunt
otherwise required under such Letter of Credit may at the option of such Credit Support
Provider be reduced by the amount of any Letter of Credit established by such party (but only
for such time as such party's Letter of Credit shall be in efiect). If a party shall be required to
fundsh a Letter of Credit hereunder, the amount otherwise required under such Letter of
Credit may at the option af such party be reduced by the amount of any Letter of Credit
established by such party's Credit Support Provider (but only for such time as such Credit
Support Provider's Letter of Credit shall be in effect).

(5) Upon the occurrence of a Letter of Credit Default, the Pledgor agrees to dc!iver a
substitute Letter of Credit or other Eligible Credit Support to the Secured Party in an amount
at least equal to that ol' the Letter of Credit to be replaced on or before the test (Ist) Business
Day aBer written demand by the Secured Party (or the third (3rd) Business Day if only clause

(i) under the definition of Letter ofCredit Default applies).

(6) Notwithstanding Paragraph 10, in all cases, the costs and expenses (including but not
limited to the reasonable costs, expenses, and external attorney's fees of the Secured Party) of
establishing, renewing, substituting, canceling, increasing and reducing the amount of (as the
case may be) one or more Letters of Credit shall be home by the Pledgor.

(iv) "Certain Rig)its nnd Remedies".

(I ) Secnred Rnrty's Rigirts end Remedies. For purposes of paragraph S(a)(ii), the Secured
Party may draw on any outstanding Letter of Credit (Other Posted Support) in an amount
equal to any payments payable by the Pledgor with respect to any Obligations.
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(2) Pledger's Rigfrrs eed Remedies. For purposes of Paragraph 8(b)(ii), (i) the Secured Party
will be obligated immediately to Transfer any Letter of Credit (Other Posted Support) to the
Pledgor and (ii) the Pledgor may do any one or more of the following: (x) to the extent that
the Letter of Credit (Other Posted Support) is not Transferred to the Pledgor as required
pursuant to (i) above, Set-off any amounts payable by the Pledgor with respect to any
Obligations against any such Letter of Credit (Other Posted Support) held by the Secured
Party and to the extent its rights to Set-off are not exercised, withhold payment of any
remaining amounts payable by the Pledgor with respect to any Obligations, up to the Value of
any remaining Posted Cogateral and the Value of any Letter of Credit (Other Posted Support)
held by the Secured Party, until any such Posted Collateral and such Letter of Credit (Other
Posted Support) is Transferred to the Pledgor; and (y) exercise rights and remedies available
to the Pledgor under the terms of the Letter of Credit.

(v) "Additional Defmitiens". As used in this Annex:

"Cosh", the definition of "Cash" in Parsgmph 12 is deleted in its entirety and the following
substituted therefore:

"Cash" shall mean United States Dollars, or such other currency which is acceptable to the
Pledgee, in each case, in immediately available funds.
"Credit Rating" shaB mean the rating then assigned to such entity's unsecured, senior long-
term debt obligations (not supported by third party credit enhancements) or if such entity does
not have a rating for its senior unsecured long-term debt, then the rating then assigned to such
entity as an issues rating by SikP, Moody's or any other rating agency agreed by the Parties.

"Letter of Credit" shall mean an irrevocable, non-transferable, standby Letter of Credit,
issued by a major U.S. commercial bank or by a U.S. branch ofgce of a foreign bank with a
Credit Rating of at least "A-" by Sgcp or "A3" by Moody's, in a fully enforceable foun that is
acceptable to the party in whose favor the Letter of Credit is issued. AB costs relating to any
such Letter of Credit shall be for the account of the Pledgor. The Secured Party shall consent
to and take aB necessary actions as required to reduce or cancel, as the case may be, a Letter
of Credit to the extent a Delivery Amount would not be created thereby (as of the time of the
request or as of the last time the Credit Support Amount was determined).

"Letter uf' Credit Default" shall mean with respect to an outstanding Letter of Credit, the
occurrence of any of the following events: (i) the issuer of the Letter of Credit shall fail to
maintain a Credit Rating of at least "A-" by Sikp or "A3" by Moody's, (ii) the issuer of the
Letter of Credit shall fail to comply with or perform its obligations under such Letter of Credit
if such failure shall be continuhrg after the lapse of any applicable grace period; (iii) the issuer
of such Letter of Credit shall disaAirm, disclaim„repudiate m reject, in whole or in part, or
challenge the validity of, such Letter of Credit; (iv) such l.atter of Credit shall expire or
terminate, or shall fail or cease to be in full force and effect at any time during the term of the
Agreement, as required by this Credit Support Annex; or (v) any event analogous to an eveni
specified in Section 5(a)(vii) of this Agreement shall occur with respect to the issuer of such
Letter of Credit provided however that no Letter of Credit Default shall occur in any event
with respect to a Letter of Credit ager the time such Letter of Credit is required to be canceled
or returned to the Pledgor in accordance with the terms of this Annex.
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'7ttoody'r" shall mean Moody's investor Services, inc. , or its successor.

'Sdrpr shalt mean the Standard tk Poor's Rating Group, a division of The McGraw-Hill
Companies, inc. or Standard tk Poor's Rating Services, a division of The McGraw-Hill

Companies, inc. ("ShtP)", as applicable, or its successor.

(j) Demand ond Notices. All demands, speciftcations and notices under this Annex will be made
pursuant to the Notices Section af this Agreement, unless otherwise specified here:

Party A:
Address: Duke Energy.

526 S. Church Street, EC204Z
Charlotte, NC 28202

Attention:
Telephone Nou
Facsimile Nou

Credit Risk Management
(704) 382-5903
(704) 382-1241

Party Bi

Cargill Power Markets, LLC
Mailstop ¹150
9350 Excelsior Blvd.
Hopkins, MN 55343
USA
Attention: Credit Department
Telephone: 952-984-3660
Facsimile: 952-984-3763

(k) Addresses for 7'ronsfers.

Party A: Payment to: PNC Bank, Ohio
For Account of: Duke Energy Camlinas, LLC
Account ¹: 40-0690-71 11
Federal ABA¹i 042000398

Pmty B: To be specified in each notice.

(1) Other Provisions.

(i) The Credit Support Annex is a Security Agreement under the Unifona Commercial Cade
("UCC")of the State ofNew York.

(ii) Paragraph 8(a) is hereby amended by inserting a comma after the word "continuing" on the
second line aud deleting the word "or";and in the fourth line after the phrase "with respect to the
Pledgor, "add the following:
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"(3) an Event of Default under the FEJ Agreement with respect to the Pledgor has
occurred and is continuing, or (4) an Early Tennbtation Event has occurred or been
designated as the result of an Event of Default under the EFI Agreement with respect to
the Pledgor, "

(iii) The definition of "Exposure" in Paragraph 12 of the Credit Support Annex is hereby
deleted and replaced with the following:

""~Ex osure" shall mean for any Valuation Date or other date for which Exposure is
calculated, and subject to Paragraph 5 in the event of a dispute, the sum of:

(i) for all Power Transactions (as defined in the Schedule to the Master Agreement):

(a) a Settlement Amount for each Power Transaction then outstanding, as
determined in a commercially reasonable manner consistent with the
requirements of Section 5.2 of the EEI Agreement, and for each such
Power Transaction is (i) the amount that would be payable to a party that
is the Secured Party by the other party shall be expressed as a positive
number and (ii) the amount that would be payable by a party that is the
Secured Party to the other party shall be expressed as a negative number;

plus

(b) Unpaid Amounts (i) owed by a party that is not the Secured Party to the
Secured Party, with respect to the Power Transactions for periods prior to
the Valuation Date expressed as a positive number, and (ii) the Unpaid
Amounts owed by the Secured Party to the other party with respect to such
Power Transaction for periods prior to the Valuation Date expressed as a
negative number, For purposes of this paragraph, "Unpaid Amounts" shall

mean the amount payable by one party to the other party, that has not been
paid as of the Valuation Date with respect to performance rendered or
pmvided under a Power Transaction, whether such amount is then due and

owing, such as but not limited to (x) an invoiced amount, (y) an
uninvoiced amount and/or an amount payable due to physical deliveries or
settlements that occurred prior to the Valuation Date, and (z) liquidated

damages, taxes or other such costs and expenses that arose prior to the
Valuation Date otherwise allowed under the terms of thc EEI Agreement
or a Power Transaction; plus

(ii) for Transactions under this Master Agreement:

(c) the amount, if any, that would be payable to a party that is the Secured
Patty by the other party (expressed as a positive number) or by a party that
is the Secured Party to the other party (expressed as a negative number)
pursuant to Section 6(e)(ii)(Z)(A) of this Agreement as if all Transactions

(or Swap Transactions) were being terminated as of the relevant Valuation
Time.

BXHCUtlON

provided that Market Quotation and Market Value will be determined by the
Valuation Agent using its estimates at mid-market of the amounts that would be



paid for Replacement Ttansactions (as that term is defined in the definition of
"Market Quotation" )."

IN WITNESS WHEREOF the parties have executed this document as set forth below with effect from
the date specified on the first page of this document.

DUKE ENERGY CAROLINAS, LLC CARGILL POWER MARKETS& LLC

Name'

Title:

L a C c- St'e+5

If c feet4e.+
Name: Niche H t&H

Title: ~g Mit&vt

sxacuriou 10
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Conditions Precedent
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Fnlirc Agreemcnf

This Conlirnration (along with thc LEI ivlaster Abneemcnt) constitutes the entire and mtcgratcd
agrccmcnl between the I artics iclatin to the mtcg terms, and conditions set oui in tins

Confirmanon. This Confirmation supmsctles all pnor ag&ac&nants &vhelhcr oral or woden related to
the sul&jest matter of this Confimmtion

The Panies i&dive executea this Conlinnauon through their duly audiorized representatives on ihe
dates sct forth below

PIIOG .SS ENERGY CAROLINAS, INC. CARGILL POWER MARKETS, I.LC

ia d (5 &iw
Vice President - Fuels and Power optimization

Ti t I c

Date dna-co, 2. T-o t L

By

Name ~ohn Ivc (
Title Authonzcd Sivncr

D tc 3 20 2012



MASTER POWER PURCHASE AND SALE AGREEMENT
COVER SHEET

Tliis Haslet pnwc purchase and sale Agreement ("Master Ag cc nencj Is nmde as of ihe following date Mnrih 20,
2012 ("Effective Date" ) The Master Apmtvnvnf, together wilh the exhibits, sdiedules nnd any written
supple tevits hereto, the PI iy A Tariff, If any, the Party 8 Tanif, if any, any designated collateral, credit support or
marisn agreement or similar arrangement between the parties and as TransBctlons (including sny confinnabons
accepted in accordance with Sechon 2 3 hereto) shall be referred to as the "Agrewnentd Thr patties to this Haste
Ag cement are the fodo ing

Name: ca cans power 8 Light company d/I/e
progress Energy carognac, Inc "pEC" or "Party A'

Name: Largig power Markets, LLc "cargill"
oi "Part'/ 8'

AR Not ces P 0 Box 1551

vt 410 South Wamlngton Strict

AR Notices

Sheet 93' 0 Excelsior Blvd, MS I 0

Oty: Reteloh, NC Zip 27GOI Chyi Hopkins, MN Zhi 55343

Atbi; Gene al Counsel
Phone 919.546-7501
Faoalinse' 919- 46-3805
Duns' 00-699-7/17
Federal Tax ID Number *6 016 no5

Atm: Contract Administration
Plior e' 952-984-"1113
Facsimile 952-984-3627
Duns: 01-286 1723
Federal Tax ID Number. 41 1889936

Invoices:
Attn Fctels 6 Power Optimizabo
Pitons. 919 AG 7518
Facsimile: 919-Sn6-3258

ScheduRngi
Attii. Hourly Desk
Phune. 919 546.6639
Facsunde' 919.546.3374

Invidoaal
Attrl Powennvoicesdicn gill corn
Phone: 952-984-3947
I-'acsimhe: 952-367-0920

5 hedughgl
Atlfl' Power schedular
phone: 952-984-4019
Famimge. 952-984 3736

vaymentsi
Attn; Fuds P power Opt m zation
phone: 919-' 46 7518
Facsinide: 919-5 18 3258

v ay ments i
Attn Accounts Receivable
Phone: 952-984-3947
Facsanoe: 952.984.3836

conn mabons:
Attn Conf'Irmations
Phone: 919-' 46 2419
Fscsimse: 919 546-3258

co flrmatlorist
Altn' powerconl'irniatio sfica I 9 rom
Phone: 952-984-3070
Facsimile. 952-984.0919

AcH Transfe i
BN4. Wegs Fargo
ABA: 121000248
ACCT' Z062660000020

AGH Transfer;
BNR IP Noigan Chase Bank, N A

ABA: 0210141021
ACCT' 51 01913

c edit and CoHectlons:
Attn Risk Mn «gement
Phone. 919-TnG S161
Fai imle; 919-546-7826

C dft slid Codectliins
Attn: Credit Analyst
Phone: 952-984-3430
Facslmhe: 952-249-4216

Wil. h additional Notices of an Event of Def, ult o
Potential Eveiit ol Default to

Altn caroh in power 8 Dont Company d/b/a
Progress E argy, CaroGnas, Inc.
Attn. vice p evident Fuels nnd powe ovum ration
Vlioi v. 919-546-G299
Facsimile: 919-546-4640

Wltli additional Nobi. es et aii E . I of Default o
pcnential Event ot Default to

Atm: Gene Backer
phone: 952-984-3158
FBCSimile; 952 984-3627

Progress EEI Cover Sheet to EEI Version 2.1 (modified 4/25/00)
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The Partle heretly agree that the Geiieial Terms and Curiditions aic scorporated hiren, »nd to lhe logo lng
provisions ns prov ded lor In the Gerieral Tenne and cond tlons

~pa r I I
Tariff:

PaaTF rff
Tariff: Market Based

Oaten.

DBF d

Dock»ill

Docket S

ArUcfezsvo

I'ransaction Temis slid Cond t ons [x[ optional provls on ln section 2.4. IS liot diecked, inappl cable

Ar]hlur
Remed es tor Failure
io Del vw or Rect vn

[x] Ac»el»»ted payment of o, magee If not check»d, lnapphcnbl

~rti c m

L e its of DeS»ult, R»medi s

[x] cmss Default fo Pa ty A

[XI Party A; Sl igle or multiple Cross Default Amon t
e e t(s) equal to o grams ttian ]00,000,000
thc Cross Default Amount

II Other Entity:
(parent name or party A)

Cross Default Amount

[x[ cross Default fo I'arty 0

(] Party B: Single or multiple Cross Default A ou t.
verit(s) equal to or greater than

the Cro~s Default Amount

(x) other Entity cargsl
I iicorpiiri fell

Cross Default Amn nt
S100,000,000

6 6 Closeout SetofF

[x] ontlo 1 A (Appacable lf nv other selecbon is made )
[] option B Affglates shaft have the meaning set forth lh thc

Agleefnent
I] option c (No setofT)

rt I I

c cist and coaateml Requirements

s I palTT~ARTTS]gsggg'

(*) r anclal lnfomlatlolii

I] opuon A

[] Option B S~dy'
[x] Dption c specify: spemfy carghl lhcorporated audited
Bliandals as soon as prlKtlcable after dmna id such audit»d
linenclals shag be prcwlded as soon as practkable atter
demand; provided, however that the Party A shah first use
commercially reasonable eFForts to obtain such information
fram publicly avmlabte sources

(b] C edit Assn a ces

(I lsot Anon»able
IX) itpplcable

(c) cohata ai Th eshokl

lsot Appgcable

Progress EEI Cover Sheet to EEI Version 2.( (modified 4/25/00)
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IX] Appl cable
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1st ' ll. , c" ernnwrml ciisrghs aa s iii any Go t nne. 1st ha. aas cted art afie t e Bliai Lite
Ed'e ili" pate; hhfud'ng, hhiht llnumtlmn, u:ii potlhi of,vny cwvrhnnvmtal charges or Ncv.
cmvemmdnaal chat m. I/et msltlutm «r inciwata. ui !IJ mly wih rule, order u rebulatfon
Interp et,ihon Itic eot enamedl
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pre «nt & ther party horn disciosmg simple pnce and volvo&a te ms to a third party solely for the
pumosa«ol it bwnq iwed In con)is&ction wilh other similar inhumation for establishing electric p ice
irdices by a qualified rdependerlt erltity provided ttiat such Information is only published rn aggregate
form with other data such that it cannot be used ta Identiiy the parties to a Transacbon

Add the folio I g prov&a on a ew Secbon 10.12:

10 I 2 Mgb((«-~S«JIRJ20«tt&n«Absent th«ag cement of all Parties to the proposed change, the standard oi
review For changes to any rate, el&argo, dasslgcation, tern& or condition of thi» Agreement, whether
proposed by a party (to the exlent timt ally halve in sub«&xbon (h) below Ls «nerf&x«capt* or
&huff««uva as to surh Party). a non-party or FERC arting «a uv&nr«&hag be lha "publi int«r««t"
standard of review &«t forth In I(nag Gas~pc« M«bile Gas service Corp. , 3SB U, S 33).
(195«) and Pe«em&~pa ma~his RECY,SI«rra Pacific. ~pow (,o, 35t) U.S 348 (t956)( the'Mobile
Sierra- doctrine)

lo 13 Add th«~foll wm pmvision as s new Secbon 10 13

"Any ong nal exec ted Master Power Purchase lk Sale Aq&een&ent„Confirmation Letter, or other related
doc«merit may be photocopied and stored on computer tapes and disks (the "imaged Agreemanl"). Th.
Imaged Agreement, lf intrude«ed as eviden«e on paper, a tape or other electronic recording of an oral
transa«bon (u e Transaction Tape" ), lf Intn&doted as ev dence in lm original fo m and as trans«nb«d
onto paper, and ag mmputer records of the foregoing, if Introduced as evidence In printed format, in
any )«didst, arbitration, mes&ation or administrative proceeding~, will be adit sslble as between the
Parties to thi*. earns extent and under the &«me condit one as other business records ong&nated and
maintained in documentary form. Nelthe Party shall ob&ect to the admissibility of the Tmnsactlori Tape
or the ln&aged Agre«ment (or photo««pica of the tra sc iption of ihe Transaction Tape or the Imaged
Agreement) on the basis that such were not origlnaled or maintained in documentary fomi under caber
tile h«ar«ay rule, the best evidence rule or olher rule of mldence, "

The folio I g p o Islons shall be added to Schedule Pi Products and Related Definltionsi

~&»~TT0aa &M~in

~k~&DI Lugtion. If a Is» ket Di& pti«L= e it o««u s dvrinq a Determination pe lod, the rloabng p ice for
the affected Tredling Day(sl «1&all be ck termined by reference to the Floabng Price spa«fled in the T&ansaction

Floaung Pnce &s nol so d«tcrmined with&n three (3) Busiiless Days after the first T«adirg Day on wliich ihe
Maiket Disruptmn Event occurred or existed, then the parttes shall negotiate in good I'alth to agr«e on a
Floabnq; Price (or * meth««i f«r detem&&ning a Floating Price), and If the parties have not so agreed on or be/ore
the r elfth Busmass Day following the Nrst Tra«MG Day on which the Ma ket Disruption Event ocnirred or
exhted, then tiie floating p&lce shell ha detemiined In gaod iaittl by each party obtaining In food faith a
quotation from two (21 lee«ling dealem of the hlghaM credit standing which satisfy all the crlteda that t he seller
applies gener«by at rhe tim« in deciding to offer or make an elllension ol c edit, othe than one of the pa&ties of
an Afiilime ol one of the pa&1'les, and the alternate floating Pnce tier the a«ected period shall he the arithmet&c
meari of suCh qu«tauon«, Ith«ut regard to the h ghest and lowest values.

"Dgte nnjgRLIRI& ~peri "n sans each ca&end& month a pa t or ail of which I, Ithin the Deiivmy Period of a
Tran&ad&on,

"Rs)IRRBR" nieen&, In i«speci of a Transacbon, the exchange u l&nnripal I ailing m& ket speciheii in the
relevant Transacl on

"~latht~" &beans 1 Contract Price specified &n a Transacbo that is biased upon a p i«e source

"JERGRRRJE(gru~~vnt" means, wiih respect to arly price source, any of the follow&i&0 el&ants: (a) tile
failure of the pnce Source lo announce or publish the specified Ffoating Price or Information necessary fo
deternilnlng tile Floating pnm; (b) the I'agora of trading to con&manes ill the pemiaaent disco«un«ation o
matenal suspenuon of trading in the r«levant oplxx&s contract or «ommodlty on Ihe Exdiange or In the market
speciTied for determining a Floating price; («) the temporary or permar&ent discontinuance or unavailability of th«
p\ cc source; (d) the temporary or permanent closing of any Exchange spec&Red for detarmlhlng a Floating
Pnce. or (e) a mater la& change irl the formula far or the method of determinmg the Floating Price."~"means, In rtspect of a Trans««bun, Ihe pubgcatlon (or such other origin of reference, induding
an Exchange) containing (or reporbng) tlw specified once (o prices from which tha cpeufi«d price s calculated)
«paul ed in the relevant Tran', et&oh

"3~a«in " e«s, day espertof i&i«h the el. ant Price Source published the Floating P iie
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o p I h d Fi . Fiv pv p Mt v date nl I ng a I nw nu pn e lor I i' doy If t)tc cn * I llrilc'h d

, I anno n st on I oi en JTT' ond use&I m Io he 2 d 'tu d*t rfn'ne a tele ant pl e 5 tubs Ourntli ", frs wd in I

&)le ci r ecJan s p. ', s lie 1 . I sf)iloinlcwl I v thy n vwvi laspi H, I I» I' T thin piwllmcl Il or anncvtn er lani aft ho

pvrn rlul iltr)ri ltw ulnar p It ye& ji) diat co re&non and (il) 2he amount (fr anyl 'that is Iroyrnt» os e esselt et' tf.it
cornnvt ii. I, iol alt&I Hilii tttlrti jaoi dots stterptbn stion ia Fiiilci Iicenlent of (hot I frowy i a panty gl c
non&vali*lan smoum1. 5 I ivan)e. we Flfn. Inst orioinaai etTi i re )ied w Tata)std 2 cl a't ounr all., tidt later
rtisli tli vc, 'll au ne*v c 1:, after u rflt ovtncc' 4 that 'rct;sh i'or sliblecl lo aili eop cable "' ha(den
&re I' le I ton lie ' ther liart. that arri\us& loge&lier u2H Icier, l.' lc the (nteiest Rlt& foi the p'rica trait a il
in&I d sat Hie d ' n i h lv palmel t &I li nally tas I' 1 wss iiol) ntads to oui ekciudlpg) the daf &H pat reef ( of thE
rsrwvl &v pri ih a re i itiilg iro il 'I )a ciy!&Iiw

f F prl . Fot tne piopovc I tlw celmlab:n df a Fioatri\ tnce, ab I'imire& anth hs
o itmi co tlime lot oa mg r. 1 es allis I urui iitl! dleo elt numen la I .* Ia! fr u . &er, ther I ~m at d, act)

de iril vvnibet droit twthcl smut tn one jl 1, afoiifaielo nb Illnl d»~ otal Ii fnbt is iasthtl ai'e (5) title
che tf'lwl ('Jnt) drrrpal nuti u'v alii I enulri un;im uut

Itt v, TTlass v(HEPCI&F " f' t e; rat co d th Ill te An . nl'nt I LF, I I . ..:nt I . ' ' th 1 t n t

I . "' nrld. .
fuifi. Si Ceirgill Panel' nc tv,

( i

tl inn J&ho I.-y
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arid tlEM do ot rf r legal ad fce and ait users are urgent to'cansulctfrearown I gel counsel to ansuie
teat their legal itl\erosts at edea *tety Iprotected

paitvn c rolii:e ' c"i r f, tg, trtcuiripls . 11

/PP"
lian, .

e n~u
vtcta t)rest&(ent - Fuels and power c)ptimi tat on

~0(SCCA(MER This Mast Powe Pu chase and 5, le Agreement was prep, red by a committee ~ f
repi'esentatlv s of Edwon Elsctn tnstst ts ("EEI") nd national gine gy Marks&era Aaso 1st o ("IHEEM")
member ccmp*nies to &aclntate erderly trad g In and developme t o( wnclesate pcrwer matkets.
neither IEEI nor HEIM ooi any tltemb' campally no any o( their at)eats, recfresentatfvus or atsurn y
shan be esponsfble toi its use, or any damages reselling dlarafram ay p o d ng this Ag cement EEI
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Ag/ee n ' I a e 8'M hiuo fng:

Nane Li aim*pew! & Uglu comnany rvh/a
p ogress E itgy Carufnlcc hii "PEL o "Party A"

Nlme' Morgan ianlpy Cap!al Omup fnc "MSCGI"
Of PJ 'ty 8

AR Notices P 0 Bo 1551

. t ect IIO So tl ynlm glo Si cct

Cay Rale olh NC 2 p 77GOI

Alm Cene al Couinscl
Phatic: 91'3.' 4'fl / till
farslmge 9H}-546-3805
DWIS ol) 699-7217
Fmlt. ml Ti ID Nuinicr: 56 Ol 65465

AH Noklms Comilxd'ths0 parfmcnt, I"
I lo r

St eet 1585 Broaii ay

C ty Pu those, Ne York 2 p 105/7

Attn; Debomlh Hat
Phone. '114 22'-f430
Iranlrnse 91'1.225 9306
Duns; 130IBBBI3
I-edeiat Tax ID Nilmber; 13 3200368

llr olcnsl
Atul. Mipls 8 Power Opth oaf ton
Phurte. 919 546-/518
Fac. mile. 919 YOG 3258

En otceal
Attn flatager, Po crop
Plhonr . 914-275 4379
Pwxt flite' 914 775 9106

Schedultng:
Attn: ltoudly Opsk
phime. 9/to 5'16 ht 39
Facslmaa. 919-51G 3374

Shd I g
74 hnu Srhtilulutg-Pho e: 914 225-1500
West'rli P /. -Sot edlilip(!-Pho e 9la 275. 1496
Fasten Pre-Sttxxiufrm) Phone: 914 725- I 509
Fact mlle. 914-225-9}ii)

Option Exerchie Uner 914 225. [101

Paymentsi
Attn F r la & Pnwpr Optsn/at o
Phcnie 919.546 /518
Facslmgc. 919 '4i 3258

P ymenta:
Athi Manage, POwer Op'
Phon: 914-225 4379
Fa smile 914 2}S.-930G

Contlrmatlonsi
Attn'. Conf rniations
Ptione' 919 54G.I IGB
f'arxmltc' 919 SOG 3258

Confirmer!onsi
Ati Ci fi toto i
Phc np N/4
FOO, m le. NrA

Ema I

ACH Transterl
tlNK wean Fargo
nun I/i000248
ACCT 206266000002t)

ACH Transfe:
BNK. Nodhern rrust Inre nar on, I NY

ABA. 026001122
ACCT f02897 20010, Moroan Stanley Capital
Grnup Inc

C edit and CoNactlonsl
Athn R sk Mai11gt'nx. nt
Phon» 9119-546 5161
I acslm k'i 919- 46.7826

c cdlt and Collections, '

Attn Cred t Manager —Comrnod ti"
Phone (212) 762-2680
Face « a». (217) 762-0344

prrgress EEI Cover Sheet to FEI Versiori / I (mod hed 4/25/00)
i'I COPYRIGHT 2000 hy the Edlmi Eleru i htstltutc nnd National E le gy Markeiprs Assoaahon Page I of 8
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ivith additional Notices of an Event ol Dcfa h o
potenliai Event of Default to:

AYtn. carol na Powi 8 tight conipany d/b/4
Progress Energy, Caruliras, hik
Atm Vice prcsltlc t Fuels and power opii i t o
Phone 9I9 946-6299
Fat anile 9ig S46-4640

With additional Notices ot an Event of Def. It ~
Potential Event of Default to:

Attn: Morgwi 'Stanley Capit, I G ouu I r
Isfl Bi'cail oy
Ncew Yo k, NY I0036-8293
Attention close out Not «ts
Phone N/A
Facb n le. I I 2 601/-4622

The PateS herCDY aqrto that tht G mi r S i r. I UORS 4:"C rparatcd hor rs and h- bye RilkW
provisions as pt ovided for n the Gwieral fen s and Condihons:

Bathe A ~TB
T;li'I ff:

Egi)X 8 Idgg
Tahft I FRC

Dated

Dated 6/2I/1994 Dui. kct S ER94 )384 000

Dockal ir

A~T
Transaction Terms end cond tiri 1 [x] ool!Oilal prrivtsio In set lion I 4 If nol chc ked, napol ahi

F

kamcdips for Failure
to Delwer or Receive

Ix] Accelerated Paynient of Dam, ges. If not coeds«d, inapplicabl.

Evc tsoi Default, Re des
[X) C oss Dele h Sik party A.

[X] Pa IyA 6ngleor rnukiple Crn s Dehkih Amn ni
ver t(s) equal to or greeter than 43',000,000

the Crw s Default Aniount

M Other E tits:
(parent ila 1 u of Pyrly A)

(X] Cros. Default for Psrly 8

Cross DafaUlt A 0 it
839,000,0IIO

I] party B. 6 nglr or mulbpla cmss Default Amounr.
event(s) equalto or greater than
Ihe Cross Defauk Amount

(X] Other Entity Morgan Stariluy Cross Defank Amu nl

9 )6,000,000

6 6 Ou cout Setoff

[x] option A (Apphcable IS no other selection is mad» )
[i Optloil 0 - Aitii ares shah have the meanir 0 set fonh n 0 c

Agreeni: t
[) Optror 0 (No Setoff)

A Ei

c edit 4 d (.osatu al Requtranse its

8 I ~P' tyR(« ltP ter/su

(a) Mnanb*i informuion

[) Oppo 1 A

[] opdon 8 Speofy.
[x) option c specify Finanaal statements foi Marge
Sh1nley, prov dad ho ever thai the rprluestlnq party shall
fimt use coinmerclahy reason*(le effort to obial 1 surh
information tl rougl pubgcly 4 ahable means

(0) Credit Assurances

progress EEI cover sheet to EEI version 2 I (modified 4/25/00)
0 D)PYRIGHT 2000 by the Edison Electnc Institute and National Energy Marketers Assodatlon Page 2 oS 8
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I) anplctble

I 'IICIPIBITII Fcflol1 ih I I IO lit »' Ihr

If!le�'

~ I cour.tttcnrd h ' rfol

JJ fot orbit.ct,
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J).J Pi'P Itahl

It'fca. lflu, " »Pt r lh I 3

f'
J Itch ib. al'1 rrir d. E, i'Ic Ih lra, r p «; ': .teri'll
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~rtr I T

«dcl b, ii /

s OJRII I I«

fj P' I& 1, , d! r .mnni'f Cl Erlr'ry Putil' ih, m. "Jstfi
pote R, d Cw«"trmondlsnri 1 r I'itla p

er Chan es

Jdl ERIC Iff 0,
, , r.no 0 I v nmlmJ Jr ore n lrhm- fnef h

; crore ed, I onymrc iree I Ln case d t«'EGI, I . t r . Jffl r "«Isa n I miud ri Nf rii I y

Omf drfis Piwsf let linc.

f f.l? I drr r lmfbr rrpld lrgtti ord, pius'11th I urth lui. nil rli ron' ', » r.

.uo I yrl d slier Jo idrrnl dcfnill. ; "2 d'
I dlih . 0 feed ano rlisred ~ rn

Rrd 1 I rs dmerr Juci I v cdj ir m«t iud I'h. Plir m 'Tor d a e r' n th. «c. 'dnl Imc dtlrr lhc r ru

tlu CN" „,lrl color n cl rn c 'rrit, oeh rv faint'' d lbj d I t ra cl 0 ct dm 'sl Fur rt, phd,
r rllr„ I,'t I, aud lrw r hrg n Lllplr f'1 s I . Rltcr, l g: alcott pm Ilas ' 1 r r, add ra st rbc rd
thi eirf tlw Foacrdr 2 ierteive. 'Iaoye srma n e 10 orl gcmon tn enter nfo actual erlacin ent
r, r Pact om tl 0 der fc dete m no maikel 0 fce"

0 ton l. 3 '- amcndcci oy (dl dcler;, g t L Dlira al ctw orl, em f0 st' I Iuc se dl" hne, anJ !bi
deletlrig Lie phrase'at genera ortiorl" t ~ the flat hne and «sc ting inlh place rho Infra* no, ab

entre

le, am i r sio a 1!Ie idnld ha e twen m'Irfe lrl a comrnerc'ahy rea«enable mor rter

s Tiarimctfnn Terms mid cotdittnns

secrlon 2o li arne rlml by inmrllriii the dlimdse, provlctim tr t such Raconlind would bp wimtsbble ir

aciordanre illi the nrll 1olble ilw of such liroceolina or setto L at thc cnd at tl 0 frrsr santo ce

c otil gahons, nd oeav Ine'
Thc foaolv( g new section Is ieited at lt e end of Article Tt me.

secbon 3 d A~rmen~roc~liv r erik. pd ty A anc, paw 13 uui del e, upo e c«L«rc. l df this
Ai san\ant arid as deemed nett scaly lor further Jmunwnlabon. Ldi c Jie 1 I 0 slcl dtue amulet
«r lilning «ecrela i '1 certificate and rysolubonc l,iuthorlz i rr mmlutrons I auth ri Ing tf c rm tv to dn 0
nt tranmcl n of lhe iypi. contempldt 3 by rh 0!Rim c '2l 0 sec eta«. ' e dl', «Lc autltd ict lc
rc. Iutiors srd 1.0 i Lc ci,»trieste t; sucfi dd o sri d i t, cirr ic ~ nr such P. ,tf wssmn, bli
1 tlsoctorv n fc nl a, l substarl, e co cf e mher Pi Iv, a I LI I cr trnr 1 «bole I do vments e .ir ngl
eicl pa tv'i Mplcel Lu e « le tfiis AJ dement, .nd ariv Gui d te pr adolk, c'it a J Io p pwin, ts

ltemecf es I r paaure to c' lii ' CRme ie
hmi -I I is hen'liy tniemnel as fmkl . afto '11t n fire t- such 0 wunt snail irclude e nliLle

itdll ddirc plalitiiigm e, sn dLladl«tpflhr altlnrl. otsul amounl a 0'anat .. 0«n» 01'Lheii'u ~

u:, fli «1«l, d'ruled, n tyne Itu:I I 1 der iel fr»n a. mn";iauv ea 0;,atle "ice
hxtdn 3.2 i her«Li amaikt t as foll,». ~ ftm "Tris ui Ti e fcv . Ah anlgrml nsh tncl de a wr troi
«I.ite e~ I c ptdininu ui masnnnile clatlrl rhd al, ulltion t elri amount" sdd "and the orig 0' the value.

ddl csf; filler nlcn 0 I I e lenrrl Immi c»n rtsfli . a "tat'e nrsced

I ck, rs 1 EEI «Over Enact tc EEI versicn ' I (mc lrml d 2«itlol
sl L1PTRII. .IIT?Odil Ly the Elaln ElaCI m lnatiiih and RalOnti EnergV htarketera A«Ooaridn paae I ta
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I 1 ~D(t ~IPW(tty, Eh" t':i", Barm Idt it bna .. I I, n Cmk hir *alt, Ylm .:.. 1., r. , lxl ( t
ifl'tyxas1 I aal \'I F Wf !n idi'i(Y . 1(' alum Co 11»': . xk . . : I . Aut ' I . i ' r I'n'IT '

cl 1 I I b air .(Ite ' L'i' 1 I u * Ii, .:" ui I '
I Y I r!Ednnu i rliuI Ilf I . Jmi!c

licit ' I I idll s ainprsl. ,l Iw .Ipl. ting ui thrlda tnd v h (vill e hall n t I i I'I cdt I id I I ttrfp*

I i '. ' r lm .2nd b, u I lr I thw ft. «»", a . i ih direr .:: I Pvo .Iti, Ixtrt ctiae" Ir th
D, brie ttwweol' Isll I 1 I .wt n in itl pit;I rht f,lkvwlnd 'lli r ach, k.h Tv, t, il i fe ch

i ln atl n hah De df . I I, L . T, I( c!DJ Tan„::».n anl ilk T rii at n Payn- I,':Ill'le h
I' aim nlrn tu» n Tr ",'. I ». I'Bu I 1 !(1( laltdl ' X. I, ne w'ih 6':ti I I, . Tt 5, 'I'

kvirl Inrludlrg, r. It u smt rsn buir (It I'; nf r levite rat(-', Ii . .:, ylcltk 11 . .:„.JI» flti
". r uil L oiler te' anl m I' t d t. In the rmrx nt murk ts, Ths I 1 fees .- Pkl Iro i n Irturmatltk
mll rtur!c i»tt, ut lmitstrnn, dcaier iri the reisvarit. rnhrkv(5 enn. sert ur he, tte ki! ru«iurt

n i, tt,m i clod«r arlrl Direr k( «wek df ma ke. wf-m a'tl

Drctro ' 1 ., amended t y i, rang the pnroke'phis, at ttv I ton (r me Non- Defhuit ng part, s iy to n
ir liit ur form of securi!7 ttwn ava lable t th Default no i'art! pure wr I I Ardclv 5 ant, (v'tween tti

vi rtts "Thtt .«b (im' tu rhe alon- oct itll(ng Pstt», '
nd "I lus lriy Ind BB o I fr amtunta' n the sixttl lint

tile 'a

dalai n i I the 5aitl*nifi I I« t unt I '\ mi 'i Ie I'I' a» ' I on a I i, 1 I 1 ' PILY I Eir i' Tvi" 'I Dtwl
Li «P«I ttiat s rnl rt'u ~ Iiv I'r; tchole, ak uf thc .. Iw I dale tt et Dfr n. 1 real n,'11th

5W( On .xa S rr AY(uml . r en' n« I I'k arid th rmr rti I il I I i, 'NO(kithmandlrl I .in bung to thl
rontik(1 in this Aoreerrwnt, (h- Nor D fnulth B pnrti ~ od i t I I io tt Dc!air!(l i panY v I' amount
mila AY(le Five urt I an it «r, (ate(cik of anl k u tat e pvlof rh ciwa It g pi tv Io i wit ani

n lnwnt. to the Min oera i' ll g Pi (1 un I» ihw Ad minenr tl«r ri. rect a e lhiv ~ d peril'I
the 'Eurli Tenniraii r D Ia Iiwluil gaol I no«tv \may I'lt Lkir ut 1 t ~ eeet 6 Oodrdt !(irk iitl": J hlvc

11 Y! r c Ili Bu i e s D I Pclwd In each Df 5 (i!or( 5 JID' 5 JII! a Jibi u d 8 Ji I e licv I lo

TI ". .' Jcl aro 8 'ic! Dr. d vtao n thei e tire(i aid I tho pipnt thol Dulls ail Tt cshol
'

I

ra Lutod a t e ng ur pl caDI ~ ror e(ther nr Doth DI P rti A p I I I ote tlcn .nd psmtv 151 E e iit p otrctilhe, rlhts and ocsgatiotv ut tho partek ivrth iespe Y to p tormatwe Amursrlce ls .Gllaleiul ilail tio
cuovemud Dy rhe Cohateral An ux, which is attached tiareto and Incorporated hme r bv efe ence

5ecrlon 8!t'dt and 8 2(dt are each amended by inserting on the f 1th I ne thereof between che phrase of
receipt of nonce" and the phrase ", then arl Event of Default", the fosowlng ph~ase: or fa ls to main!mr
such Pert'Drmance Assut ance or guaranty or other credit assurance for so long as the Downgrade E ent i*
conti Ll (19

Ik eccl aneous

5 ct on lo 2(vn 7 s hereby amended y add ng at Lke end thereof ', : ts un a"st cdt !hat, formation and
exrlanatlons ot the I rrns arid condltor s of earn such Transaction s as n !b conpde ed mr. a%ment w
t ad t g ad I e or a recon mar dallon to enter Into that Transactwn, and the ott'e Party ts not acting n th
r cpn t ro arty commun cabon f t tten or o alt as a "m N pa xdwrwl ' ac uk h rir i lk rlvf nptl 5ectlo
"Jc lf itic IJ . Dortn F anx 'Nag lr at peto m 1 consurrr r p ot t nn A r, , rwint i kv r twt lv ntmn or

fait r . ed frof'i tthe nth r rw lv tt as lw d rr d In br an i- Ii c rrr glrara I 1 t; 1tt. Pxptwtacl
«wultt of th I'Transar mn, ann it( rith cwrlf s iot rtino.. a fllur'ary foi ot en Jvw' t I xi
Ll thBt Trance(vt

Drsdnn ln 2 i. tl rel f knw J*rt I v Jrlino (tie foun«ino . ((wmtlonsar tt .= w h«cof
I I r It ", Igu, l t, fl ac a d*l I \r IALIS Ch, ruler 7 ndf'" Cti'ute 11 Yl lhe 'I '-" I:,I-L 6% Pt',

QPYAICHT PrlrJrl t I rli Fdi or FIL rc inst tui arid ftatlo a(l En Jr tl, ik r, „":.-. sit PBJ 5 f R



EAEclrrroN copY

) caco I'arty is an 'IEligibie Cdntracl Panicipanl"' as defned m Section tat l2) of 11'e ccrt mmltty
Ekchange Aoh asamevded, 7 u 5 c 9 1&)&2),); and

Eact. pa .v repesents. ror the p n s s N tvs r&aster Ag e men&, that lt n nct I ', a msic caner.
otan;far&pager an tERIEA pa"*, as donned n Eamon 3)2; of 'tne Em"oyee Iflet ament Ilncort
Se u'tr' A I Oi 19 «, aa ai Cn«dr IERISA'1, Sable . IO 7 tie I O'CRISA Or a Pier «b' t Se t=" 197'

cf th In.. Ial Revenue code or 1955, a arran e", oT IJb)ect &o arly otter statute, 'edulabon, procedure
0 rest -oo that smote any 1m ter&csee on «cd ofERISA orsccbo" «9 p oft«eence Iogelrler w&'1
ERIEA plenb 'pans'„„(rtt I pemon at 7 cr the esse'ls ov &ilium consptute esse)s of a plan, or ta'I in
:anne!&Ion 111h any Trarmvcbon under th I Agreeml. 'nt, a certpn cong on barrett -* e plan, o- &ng tre
asmta of a Plan.

5 ctton !95 ls a~.;dec bv mscrtmr; a! Ihc «rid tharei' th folio 'ng nev: sentence, ' iurrn rr «Tec lr hnv
oro iecdi 9 In connertlor v Ith any claim counterclmrn, denkx d, c~use of at&ion, cllsp ib arirl cnnitrn er«y
atm& 9 o&i! of o matting to &his Nii tcr Agrocmeni, thc parbcs hereby ton«ent to uir ekll «ye )urfsdtctton
if h fhdeiil e I slILr: c«uris uli, g r rho txtmugt nf tlarhnbu Ir fist rorv state

non td 7 1 m tided t, . »Rtirg fr rn the Iivrh inc rhr ntni e'«It. e !I Ac of ti sloe. .

Ln, 9 1 a rie In\ cr uic. rt nc, It1 pnrayf: do ec PI I »I «Lrn I a,el . : th ph

m mrg n Uie rhl d H o it mf ttii It&rasa o tnt con pi Ic.l C. 7&r 5heet ui, I r ann 7 to, &hrs
1&a !«Ag . .rnrrt &tw, tl ~ I lan&a '111 I'laster Agr. ri .nl itrl!I. pti &ee Ion th«imirri',
mcanln I 'rrtc phram 'ot Ibc parer' nllgi t s' bet een ti Imr

' &othe ttan tnL p, rtyn", it riip I 11 ol
tre Jar)I line t'hanoi and!h itr. ce ompldyees. Inndnx:, ouhsel" ul!he onglnning &I thp Iourth lre

Jdu ~'1 ti: phrss« "ha. u ii. i I h Ih fft!I ltim t rl I i- it g n ns pter the ph.bb ' hr tli« I'at,
ft

smt««i lii ic L«tngltto~viddfsith

I hrr, , inr \ &i Itt t1 I '
I ll -

I gl, ing *.Its. .t, :. I « fnl & c t" f i."' »Iii' n L, ill 311

ri i«1st ori ol crt . t, t «&Id o,I h hemLy mi *riant XI I I «J& p« ii:",. Ht ani I 11& h, . v!o 'o bl
nn;rder from r&RC m-ngino rtr cctv n of tttb Agrecrrpnt «r drying thu at:t.» g.-:,
ptti&r I rm: cmltuor otrm«I tc I, tt parte.", I iiclrp cir m.nrk. & intent -)f ri; pt r, . ; ihn hy tli
toit «I ostent permitted ri applcsbla Li Itrt:r I'arty hall u' I tkraa eek t bmi In fi' FLI'c an,
r Iei &lie Jimi tti at . har, i, I s«tncarion, r =rh I i«mi r «dndmi, n m tt:. An 1:n . ir

'» JI i 1&J 17 ~it Tralee
I' Accrisblct "7' ll o tlmk &pl iurni n Eic I .. d 1 br&' mno\L Ye urJ, rt -. Il.,u rg p

I r &hc Iif cmd Tmdlng 01 I i ton L" rpt*milr 1 b, r rricnm t th. Fbo'. rtg I«rrcc n . &I .d in .r
Trarc &lit r pdr &h fr«1 T . Jli*i &ytt Lftaredftm n, 1 let»u Imrk! p «option E «n& ci. p*., rim&Ted
n ' pn II th«Ftouti i I Pm v ty n p ", Je errril ed, tl I t Ill «,' I) ausirle 1 pais Jfrcr tt, fir t Trsdir n

vr, i'p EEI . Neet i ELI .. . » 7» 'I I 11"ad
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Fagbu:k, «nrl I Dealer Faghack did nol p oducc the Fioat g P cc alue, the Partes shag se Nr Fa It
Tern'1 «1&&on.

"D alcr Fdpbdrk" rne*ns th I

la) promptly upon beu»u 0 4 0 e r&l Dw Na kel Dis upbon Event, tlho Pa tic- shall cx&xid&bou ly dnd &ointly

&q ee i IX1n I ur (41 nd«PC dent I, df«d d«&I 1, t &li C, 1 rOn»&M rv ale 'trtmr «X I'Innqe » bmke&S nnd
Lur pet lors ( Refe Lmm De Ir y') n rti refevsnt I admg nmk&t Fo th«r l«drd m«l ly ig commorkty
ma&k t ac&cd' d In good Fd&ltr (fi) fru a nunc& R&deu nr ' De&far& of' the hql cst c d t st d g I'&Irh

sadsfy ag Lhe rrttd«, & I'Imt tile P,s&v«s apply g n & lgy al the I r v& de lng «beth v Id oty« to tml«
*' sx! 1«ii I L! I'O'A 0& '.. w Ai "n *"'An«act«'I co 1&M d'cw I'1 &1 I & ari ~act&0 tt at 4 artesxed by chc
Ilf I&'k«t Dr&&i&Pt 0&1 Evc 1t,

(0) such RCI rcnce Dc«les fig lie pponled lo 1&ak a d&.termmation of th Floabng Pr«.c t kli») into
cnls&rlrrshon theist« I aud fabl' Pncc Souicd quot bu lii itis Floalng p «e md, ny other ilt'o mat nn
tt dt ii guuil fd&Lt they deem ele,mt,

(c) fir&0 (4100m lriiteq ntmrons&c p o dcd by Refeier«e Ddl .1« erluesled, 0 e lloi&nc& pi«efni thai
Trmllng D iy wilt t« the anlhmeiic m«nn of the Flo&ti q pnccs pro dcd by c«.l Refe «m De, l«w Dmut
ipqaid h1 tl 1 Floating Pr rccs hdvs & ttw h gli t dnd lo e t al es, n wlw h &1,-, ~ h cafe lahons shall he
0 ndmg r nd & x«ir», ve,gisem' manir-s m ~

(cl) if 1nly th re (I) bonc hdc &luotdtio1 4 «p ov0«xl, )s aqua&ted, &lie Floahnq P&vr& fbr thc &eleven& Tladlnq
Dy 0 0 llo&L&i&) Pni'e piuv Ied by R I rcnccD, I&sr that&«nws dqo ds«gvdng lb I'toalno p res
havi n the hrghest, i «t lo Lsl aloes,

(c) 0 Ihi pv posm rl' r&ore than one (I) quotalron ha" tl e d L I gl e I aloe 0 lo esl 11 e, then lt e
Ftodl&NT Ia'«e ol'u e (I) of; ch quoi llr ns sh10 he dmc la decl,

(I) i((e 0 Lhan th e«qunt1hons a «provided, and I th«psises to L mt drlr««l ultan thp. I pns I & \ 0&

tl L R fe en& D lux 0&1 o befn e Ihe hfllh (s) Dusmess Day lhxlown») tl c I rst T «ding D y 1 wh Ll the
MT&kit 0& iliNnn E & &I orcu& ed u& « Isle&), rl w 0 0, der ned thrl' rfie pn«' for that I ad ng Day can int
lbe delerrnrnerl

"Delpimnahon Verod" m ans each cdlenrld 10 Ih 1 0 I 0, 0 of wl &eh s w&lhm tie Dclvcy Pc &od of a
I dh' 1cl ~ 1.

"L &hmgc" ncans, cspc tot T 4 dcto, 0 e e«l&11nc&«or p mup&l t adng maikcl sp Dried n 0 c rclcv nt
Tan dc&in

"lloati q Pti&c" mcam i:ont a&t P «. peufed, I a&&, 1 ton that 1 be&cd upon a P cc Sou c

"Ma k t Di mpbo E e I" means, 0 «&pact to,vny P icc Sou cc, ,&ny ol the fopu & g e L I

(b)

(c)
(d)
(« I

Ino fml p oF th«p «'p soll cc &0 an ou c 0 pub&i' tl 0 L Op«of ed Flo, IN& p «0 nfm &11hon n«mssaw
IOI &I ICnli&I k ) 0&L F1011 1CI VOC«. ,
the failure ot trddn) to co&&&me ic ur 0 c p«ma&ant rl sronlmuihon o mat«rut i &pens on of I «ing in

lhe rtlr t lt nphons controct 0 con&momty on thi Ex&I u&ge or n lhe m& kat sper f«&l I » dr le mxi nq a
Flodh 0P&e,
the

tempus

y�or�peimn�«

t 0 su& t uence 0 w&1 11&hit tv of the pii«ourcc,
the t«&npo 0 y o pe ma&&ant &I&« &q ol any Ex&IN& gc specrt ed fo 0 te «» mf 0 Flu«&«ig P ce,
, matmsol change i tile f'unnull (o rib«method o(rien ming th Floali g P &r, o
lax D sr»phon Event

"Pn c 'owcc" io &c, In &".,pe&t uf 4 T saclon, thp pnhhratton (o su&0 othe& ong&n of tete c«L, «&iud&ng an
E rhan&l«) rr1ntimnq (or cpo t ng) thc peu(&ed prii (1 p ce I om h«h the speuhed p «c s &sin la&eel)

~«& &rim! I I tl&e &LI««Of&i T 1 I«1LI on

"T dlnq Day" masm a day n tc pcct of wh Ll the ele ant Pnr«gou ce pub&st&eel the Flost nq Pn&e

"T&x D rupt&on Ev nt" m dns the pu lun of, d&m&F n or removat of an cx c, sc crancc, 1 fc, us«, mluc
ddilerl, tralnsf«, ,tsrnp, docum 1tary, r co d»g u si ldr b on, 0 nes ed hy «Ferpr«'p ro, thr &elevml
product (utl« lha Lax on, o neisi«erl hy rrf ence to uveiiu qiosv or et ii«uine) by any go ernmnt
r&v&tlon authority attc the Trtidmr) Ddy, ( Die di erl effect uf su&I mipost 1, cl ange o m oval ls to disc 0
lu ei the llm1&s&q Prlre on th r I vent Tiad nl Dy tf &t woold odierwis«be lh«bi« of l&ri «lq from what it wo ld

hav. (i««rt itt out thai irnpusilton, &h nqa or removal

Progreis EEI Lo Pr ShePI ln EEI v«sion 2. l (moditlcd I/2'/00)
&) CDP«RIGHT 2000 Ly tl» Ed sr& fisc&re I is& I fe anrl Nat«1nal Encrqy Mark tele Assocrdbon Pd)«r Of 0



ExEctryroiy cop Y

"No-Fault T. nabob" meaiis tliat the Transactlo whl be termmatml n acco danu: with any applicat Ic p ovisions
set forth n the relevant agreemerit nr C nf matlor ac If an Early Tprtnmibu Date (as defined It the relevant
Confirrnat on) had otni red on the dty No Fault Tt ninatio 1 becarrie tiic applicable Ddruption Fodback, a d each
patty will dere mine its Losses (wh ch amount shall also include Its co ts) n i aspect to this Ar/recment (or, If fewer
than Tu I aincachons are being te mmaleil, n aspect to ah re mmaued Transactions) artil an, rnouni will be
payat le euusl to oni'-tialf of the diffe ence bctwa«n s xh Losses of the pn ty witli hie higher Lovmv ("x") and such
Losses nf tlu ptrty rth the lower Lnscpc ("'/"). If the amoutit payahlp s a posltl p n linber, Y wg pat t ui X, If t
s a negst vc number, X wgl pay the absulut«value of that arnourit lu Y.

Cortmymnr, io vubfitiiad prf e . For pu loses uf dptermlnng a Flostsig price fo o y' day, il the pnc. Iiubh lied o-
arinouni. rd ur a gl en day «nrf used ur to bc used to determine a rale ant price Ic cut segueritly Lo i ected and the
nmertio .. published o annoiinccd by tlie pwsoil resporisad for that publicatlo or annouiiccmenl witliin tl rly
(30) rlays uf O e nnoinal publikation or a nuuncernent, either Party mvy notify tlie other Party of (I) tlivt surrection
arid (tl) the amount (if any) tnat is payatlc as a result of that cotrcctlon If, not later than ttiiity (so) days aFtet
p bhchtion or announcement ol that couwton, a Party gives iiotiri Rial an amount is so payat It, the Party that
orgiriluy Piler cchvad or retaineil sm:I amount wu, not later tliari tllree (3) Business Days attn the
ader. tivcncss oF dmt iiotlce, pay, sub)oct to any appgcabie conditions ptcmilent. , to the otlier Party llxtt amou K,
logetlip with nterusrt at the Inturesl Ri1» lor the period from and ntlu I ng tl e day on whicli liaynie R orkgnauy
was (or wv not) made to but excludmg the day of payment uf tlie reFirnd or payment csulting From that
corre'ebon

calcu/ado r uf F/oailng prce. For oic pnrpuscs of the csloilabon of a Fkmttng prlr. e, ag numbep slag bc ounded
to three (3) rlecinwl places II flic fou th (edl) decirn11 nunibe i' five (5) o greater, then the curd (3nl) decimal
number shah be Incr.'seed by o e (I), a d lf thr fourth (alii) decimal iirir her is less than five (5), then the third
(.I' ) declncyl nungter shall rentarn unrhangcd "

IN WITNESS WHEREOF, tl c Parti . ha c caused rh s Hester Agre rncnt to be d ly cxccutcd as of il c date first
aiov cital

Pirty A C inilma Power & L ght Company d/h/a
p ogw ss Energy carounas, lrw

Party B. Morgan Suniey Capital Gro p Inr

DDD

fly By
AIBXB ISBF (crtlghB) Welntraub

""cYncgdbdgfddnt~and ... . Name. Deltorah L. Hart
mswer Opiimlzat(on

Tnic Talc vkc pr sldi. nt

u

DISCLAIMER: Thi M st Po P h d Sale Ag e me t s p epa d by a o ttee of
cp csentat as of Edison Elect ic Inst tute ("EEI") nd Nabonal Ene gy Mark te sAssomation ("NEM")

mamba companies to facdltate o derly t ading I and development of wholesale power ma kets.
N 1th EEI o NEM o ym mba o p y o a yofthei ag t, pes t t eso tto eys
shall be respo s hie fo tense, or any da ages es Ib g theref om. By pro Id g the Ag ee ent EEI
and NEM do not offe legal ad ce and au se s are urged to consult thai own legal co nsel to en
th t th leg I I to sts ad q at ly p ot m d.

Progress EEI cover sheet to EH version 2 I (modltied e/25/00)
tD coPYRIGHT zooo by the Edison Electric Institute and National Energy Marketers Association Page 8 of 8
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6 ()I I, ATI I( (I. Ahhl »

II» ( iill iiir it Am&ii iiigi&hcr n&ih tlie (hiri (iph I!i I li." ii»ns. &J&e t'i linc&at

v&u)id '& suipplen&ivns. i mr u patt &I a&ui ii iul»i i Ii . the I I(11 ihl &vtcr I'iiiier piircl&a c
ar&J h &le A 'revmeni. &l,n (I hla&ch 80, Z())2. inihiJn& ih» (8 iir ghee&:n&d .in uihir
ii&u& ve& tl&cri'&r hctv. *cn (,&i iliriu I'inivr (c ik ight ('ntnlvu&)& J l, a I»'i grc&c I:nc&gi
( aralu&as, l»i. {"I'un& A") v iJ blur&un 8&an)ay (.':&pit&&( C&rtun llliv & 1 Jr(y H")
& api(, ilia I i rm used &ii thii Coll &terr&I \ru'rex I ut r« t Ji:lii&v&'I he&en& ih&dil h, &i'

n&eaningv pi&(i& iivh tern&..: in (he Agree&no&n.

Ih' nl&ligatirnv ofc& "I& Iiur&c under thc Vgreen&ent chait bv .i uic I

a&. cirilancc ivith &hc miiii iona i »hi& ( olla&. ril annex. iihich. exccp& a. Im»i l,t

bein&v, acti tor&1& dic xclu ive «&nditi in. iniJcr ivhich a 'Party will I e requimJ
I'r n& fcr Pcrforn»nce Xsununc &n &hi t nm i t'( h&ih, &i I eu r of Cr iii& or &thrr p&op 'i&i

,i i cil ti &hi (lic I&m(i ', .»scil .i tiic - ulu. &cc iii&&Jiuon ur&dcr uhmh a Ihx&k &i i((

rilen v euih I'er(irnuu«i Assurm Ihi. pill, imnil hnne&. iupei eJii:ind rctvl. &ccv in

i& maire(i sec&un&". 8 Ii i. x. &ci iu&18. 'I I'(Ihe .&8&ecn&cn& .u&i) &h dc(ised (irtn. uvr J
&herc" r& tn Itic e&iem &lcd such teirms are &(harv ise dvlinid:ind u i I i ~ Ih» .'i (later&l

Arn& i Itl &ildi(i It, to &t&e e'i&vn( (hit th Ih&r(&cs 8&\'c 'I'ecilii'il 'i& I'hc (. ', ir shee( ihi(
ge tinrii 8. (il &. h. l&J&. 88!bi nr 8. (JI ol' tilic Agrcem ru ar upplmil I, &bin (hi
deliniticm &t I'ertiirni. ii& i' &i &i&'it&' ' i» 11&cJ in &h&i t'ella&. r il (nnex iluill .ippli .mt
P.&ri&gr. &phs '. 6. ' ar&cl ') nt' this (. '&later&il Annie .hall appl) lu airt sui'8 Pcriiin&i&ir&cc

Asenl( n&cc (&us(cil ill&J&'i' sti 'h Iil'rivi &i i&s, it being unite('s&nii I Ih i'I nub&l&g ci)&xi&i&c J tn

rhis ci Ila&eral X&mex sh;il( vlmnge, mi c(ection that &hc Pn&ries ilmve s(pceilicii tin thc
Cover Shc&c( icith respect &o gcc(&on& 8.1(bl. 8 l(d). 82(b) or 8. (&I) of th A rccment
which provi&ion& require a P&rr) &u Imnsfer Performance A&sumac( ur&crcr i. er&ain

circumsmni:cs»o( contcrnplatid by tlii& Ci&llatenul Annex

Paragraph I Derini&ions

For purposes ot' this Collateral Armex. the folloviing &errcs hei e thc respective
dct&nitions set I'orth beioii

D«" «Bu cv* 'i i i «i»i
requcs&ed t» ihc other Part& to mal - &hc detenninatinns referred (n in Para mph& & A 8

or 8 nt this (.'ollateral Annex.

*'C,&sh" n&cons I, .8 iliillari h IJ h, or i&n n h&ili nf a Partv ii., P. r& rmimic
As;ur&n&ce hcreunclcr

Xc« .ini;lml' h.&i tli ni, inin .ii&rii «i„l i, ir iri I'i i i, ipl

I. &a)(it&(Hi

' Ihir. i i.i i I & i ic& shc & mc&n il i i.»h«& u&. v liid i

W» . , n»i to&&1 i.» i r, rii, n n ~ »ii »n &hi i i, l nci n Ln&, .



Rcadaatvcm i i li ill h, ;ii tli in .min .«!rat ui»J i ii in Ihir„r.ipli

in, 'i t»rrhirt ihc ihu iyr«ili lii (,, i Shear ti r i I( rti

( r (hit«tel 11alue' naouvs isa iiialv restpeca i i ( .«Ii, (lie liaie, un»uiit (tacteul,
;."Ih r.spec( t» Lcilet iil i re'iia; vila' Vslueaia n I'erccni, ice inuftipilied hi flan srsaed

ir i «ma ihi:n .ii'«ihil. Ic uuilet the f.cater i f (Jre(ha aii hc urreiutiliiri rtully dniuii h) ahi

ni tati, rri (laeireil. : und ict auirh nsp«v au i ther pram! t(pa(tv. nuance .1ssur. irice, tlu:

a, i u. iri irt p r»etta, tpe mirliipliei I ', ahe Iriir navar(act cnlite n srt. (dut iiliui n I)sie ol' e, i h

i'. m i F I'crf'irntsiti" iostvruatce oii Jepo'it uith. ur ti IJ fii iir Ihr thi henifit ul

I
ur, a irit t» alai; (:»Ii;rrcrtil Anat(a us feternvrne, t I l, u I Iuura n .t i mr!cr mlli

r .i , n .i I
' nit!tait c r

tit I'.itin ui .in u, ith tc pi, t I:tata «attila. »tv:ini itt;iii iil ifi'terat(an(tain

thc vs«pc. lai r.tain liiin .i ni ite I iii «uch cntili s nnscinivc l. ». Ittrtr I rt -lerrit deh( iir

i«pa!sit aaiaftuatt»ns ftu!I auptnuiii! hi tii r I pari( or«flit inftun»tttartt t hi 1 eP. 1b«id' '.
ther apeeitied raafnd, aden»a nr n 'iniies ir if iu ft enniy J cs niit ft.aac, a mair! li r it.

~itaciur il, icniiiv I and;team! dcld iir fefur it i I Ii .iri n;, rli ~ n ili r, i!i!i .i»i nc I i i 'u I

»naive uc its "ciepi. rate credit main ""ha hc P

'(. r»Jit P.itin» I i ru", lull h. i . Ih me. in!i, trrnhiiie, l I »t in I', , r, u r, iph
r f, i l(11! i

( ur rani hluvk-i -hfttrkat aultii
'

iil «n»ut tnttdttt I rut! .I tii. tr.

r,il. «l. iii iri lt rte means the emu»via. tae aleut!ted' iii z i!id fsrtli, md trt, i cnnimcr i:ill)
ri;is in ilili n tanner, «hii, h,i V tni ui tliu Acre»ment ii auld t, rl li Is nea, itiii ('urrini
aalu«i, -ti I I trfaet 1 iluel iir r «iree trnrn iu po rttut ('ausenr hhtvkau lahavhet 1(rluci tlhc

i river thin!, ti rhc scttlcrvicni 1n!i unt li, ilcnl, iic l:ii ihe mi I-li ini lier iein thc f i,l pdc
uin Irhi: tTer pri«) riu .«ih Ir, in „iii»n

( il I ~Ii, iit h, lit h, la i' ihc i!1 ii'iii' 1!Irii iit '! i it in Ihi

I «v«
"Efi il. ic ('affeacrv'tf" nice«' «itli r "ri ~ t t .i Ihirii, tl I'crt nnin c a, ur. inic

p„I cd f'i(s ich Vttsy, n th, I'u, .iph I i t, u, : «tie,

ur. I ni Ihirr Ihi, ii h
' ti lh. . rl i Ihiii« lhirr 1 'i l«r «i h

I r.in, i 'Iii r! rite. ir! I iiilt iir Jup ii, art, i!i ) ii,it, iri (,!I iil, iii i! It, iti' th illin I Ihc
t'i ll«iin

rhc .i 'gee«ate iil, ill:imi ural. ua aepiit i I suet! I run«st (tort tltsa are»ucJ
or !ther!vise sccrueil etd fait)sf'le ircuurdl ss op »(tether inch urn»un(i hei c he(n or
cuulil hc invoiced) to V arty X un(i that remain uttpiiif ei uf such Cat«uttra)at« fy ate

ntinus ((he «jgretfa(e of ull sma!amts it) te. pi. r:t ot such Transection that 'tire one(i or



othcmvi&c acnucd and payable (rci,ndlc&s ol i&lwthct such aminmts ha&e hccn or
co&&I&I bc ll&YI&Iced) iu Pari&&' Y i&i&it it&&i Iel&&&&&11 ill&pi&id &is oi Such ( i&le&lit&i&(i&1 l&&&i'.

plus

(b) the ('urrc)n iM,uk io Marl'ci Value of such I urn&act iim to Pi&i t)' X

x&

thc Pin»gnq&h 10 Co&cr Sheet fr&r such Party (which ariiount. il'designated. shall either be
a Fixed Independent Arnuunt, a tull I lording Independent Arnoum ur a I'anial I loating
Indepcndcni Amount, in c mh case, as designated ori thc Paragraph 10 Ciwcr Sbcct), or il'

no amoutu is spec&lied, zer&&. or with respect io either Pa&&y an additional or reduced
'111&l)i&i&i i&greed to ii& xi&eh for thai Pany m respect ol &I Transaction.

ol' (he &laily in&crest amoums for all da&s in such interest Peri&&d; each daily inierest
amrxmt to bc determined by such I'arty as li&llowm (a) tlv, amount uf Cash held by such

Pany on thur day, multiplied by (b) ihi: bircrest (&ate 0&r rhat day, divided by (c) 360.

"Interest I'cnod** mcuns the peri&xi from (imd including) Ihc last I.ocal liusincss
f)ay on which an Interest Amoimi was Trim&l'errcd by a I'arty (or if m& Intcresl Amount
has yct been 'Iiunsterreil by such I'any, thc Local I)usu&css (3ay on which ( ash ives
Iraiisfcrrtxl to such P uty) &u (but excluding) Ihe 1.&w»l business (3ay on which the

currcni Imciest Amount is to be Transl'erred.

"Interest lime" means. in respect ol a I'arty holding ('ash, the rate spccilied for
such Pany in Ihe I'aragraph 10 (.'over Sheet

"I.cttcr ol' i'redit, " means an irrevocable. &ransfcrahlc, standby Icuer of credit.
issued by a major I! S. comme&cial Ixmk or thc II.S bninrh ol'tice of a Iiorcign Ixmk with.
in either case, a i.'radii kating ol'ai least (a) "A-" by S&kp and "A3" by lvloody'», it such
cntiiy is mini by i&oth S(kp und Ivloudy's or (b) "A-" by Sgl' or "A3" by Moody's, if
such entity is ratcil by ciiher SILP or Mooily's bui not Ix&th. &obstamiallv in th« lbrm sct
tbrth in ~Set&ed le I attached hereto. with such changes to the terms in that form as the
issuing bank mav requuc and as muy be acceptable to thc, bcncliciiiry ihercot:

"l.ettcr of('red(it l)elinilt" means with resp&at ti& a Lencr ol Credit, the occurrence
ol', iny of ihc tbll&&uuig evenis: (a) the issuer of such Letter ot' Cred&t shall I'ail to
maint:iin a Credit kating of ai least (I) "'A-" by S&l'ep or "'A3" by Ivluody's. il'such issuer
is rated bv both Sfzp and Moody*s. (ii) "A-" by Sd&P. il'such i&airer i& rated only by Sd'Ik
or (iii) "A3" by iMoody's, if such imuer is rated only by Moo&I)'s; (b) Ihe issuer uf thc
Letter of Credit shall fail to comply with or perlorm its obhgations under such Letter ol'

Credit: (c) the issuer ot such Letter of Credit shall disaAi&m, disclaim. repudiate or reject.
in whole or in part, or challenge the validity of, such Letter of Credit; (d) such Letter of
Credit shall expire or terminate, or shall fail or cease to be in full force and effect at any
time during thc term oF the Agreement, in any such case without replacement; or (e) the



i&su& c ofiaxach il after of Ltudtt ehaflft heeixnse Bank( ipt, proi ided. houei er. ih «no Leiter

of C».'J i Dean&uf'1 «hall ec"ar or be coettninttg in ani ei ant. iiith respect tu a Lettm i
I'

Cre(fft ages she &iree ax(eh Lesser of CreJ&tt iis recfxs&reJ ro he canceled o returned w a Pang
n accor(far&ce urrh tire ferma of this Cof'face(el %naca.

"I ocul If«a&ncaa I!a& n&«&ru&. ri da! r«a ixh&ch m&tx&me&curl hu&i&i axe i&pere «ir
Ix&rui&e&u~u» a»n meath«& ici arai pa& teeix&, in shc pfttcn «+ace &f'ie mleuant txcc&xxrn&, ix fr&ca&au

s&tuj (I!j ist relet(os& ilii arr( ni tice or otf\er cusnnnirxicx(ie n& Isi rite cirlh cp&cuir&of fxt thc
ridilrc ' f'r r nntii' pri&xrJr:if hi rf&c ix'ciprenr

xlinrnsr&mi'Irar&it'er &arm«un&" recco& ccrrh r ipc t t& a Inini iti iimnunt ifani
i r torrh &n th. p;&sr& ruph. Ilrx('i»m hhcc& ffir 'i&eli Ihini

'
hiiril&uar&i&r& frump' n&:xiii 11 ii'r I u g& rk tini rin ani (k&fculatt in l)arc «r

,inx d& I'fur ant tiin&c ipciiBed itx sl«e I'ara lr iph I
rl (' icr (h

(ihl»ri ri! lull Ii &ii ilic rnc &tiin .i&it&l u(' I i ii &n lhm '& il h

I'crtlxnnrxr& c .-x:;:;&in»xcc" me;»r&a;(I'I E. lig&lr le I i Ihr&r;rain rilrl i shor pc«pen&

.&eccl!&ul Iii i »he V.& ~,, ro nh& I &t ii Tn&nil(immi, ,&r«ll alf pr ii J ther i I', ihas h, r- Ibsen

I r &n pcn' I r i irr r &ctii I I i,& P n&; Iririsin(ler air t' r&i t iirf cuuentl I'rar& t ri«l ri»he
d& "r I&err(i purmuinr &i I"«ra&pi;ipi& g .&r»th n&'I» acre&&«I I&, rf&c rl& r Par&x. ikrv.

lit&eeoc& rani '&i&&& at P it&i'&tt &i&ere&'I i&i&i II«&&&4e&i'cili f&iit' ~ &i&t &i fur&'8g&a&ph &' la&tin&I& i&tT&f ai!x
i .sufi rc«I&«sf .«&J h IJ Ih& .i Ixttti, &l&ci Jraiiin- i u an LI&((ir iit ('iii liri nillf &«ex&I&&&to

I'eric&nwi. r«c .&c&ui, «iie in &li tiiint ili ( a lx «ntii;ill i&e:i&xi pixni n i&t' «t&cf& (.exit ia

, t&Plic I .&u.« ~ . i hrf Ili his&&&lrl. &Ii&l&&L", ra» &&«i'I I, (trit( Pi&tait. &litt ii« ihc Pr&li 1st Iii'

Il,itir. il xrin'. .xnx gt&&n&r&r;, &grec&neat i" 'is&(c.l hi .i i u, ir. int r I & Ikiri! 'h. ill n

«n;lit&it« I' t I » m, &n«" Xe'ui. n
.« Ii 'in&it& lci

in" Ihii ti ilmll li.iue fixe n&eaniir&y, mtrifiuted» i& rrx fhinrgr, n&l'& 3th'.

(&uilitlel fr»»ut&«n' nicuxi .i iunxm rc&al li&nk r tru t «&mpan«r .&&»«el

un let rfie hi«&I' &h& Iinilc&l «rare& xr n polirrc if uh&ji& & iim tlierenl. &&ith &ii, i (n J t
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I i,r I'artx Iirenniriing ii. Pap»urc ir& ! J t,ii&h t'rom .iiii nig (i««fir& i ihc l&roi&cii

&ccgit s&ai&, ling «(h»xf& .ia&&sfi, rf( thc crit(rr, & tier&, «i:h Parti, &pplle: uir eiralil«x& rhc time

in &fuciJi» iil&ether ( i &I't'er nr t, maf'e, u&i, rcn, i n «I cie ii(

iif&d&t&" -xi&nit&sit" &&&i«&tie, &illlli re&fleur &i ii Pair& ili, ini, n&i il uti t &orth

in tlu lhir i raph fp t. '««er Chert fi r .uch )h«ex
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(I ) thc I'Ic&l ing IL&ity s I'ollatcral I hrcshold; plus

(2) th* amount ol' (1&sh previously Tiansfcrrs dl &o thc Secured Van), the amouni ol
('ash held by the Scoured I'arty as Vcrlormar&cc Assi&&i&ncc as a result of drmving
under &my l.ettct nf Credit, and any Interest Amount that has not yct been
'I'nmsferred tn the Pledging Party, plus

&3) itic Cuiiaterai Value a(each i.etter nl Credit and any alber fomi of Pertbnnance
Assumncc (other Ihnn Cash) n&ainta&ncd hy thc I'ledging Pany I'or thc benclit of the

&h ". « I
".&w»«'

be deemed to bc zero (0) &ihcnever the calculation of such I'arty's Collateral
Requirement yields a numf&er less &iran rcro (0).

Ihimgraph 4 f)clivcrv ol Pcrl&nmancc Rssuiancc

On any (.'ulculauon l)aie on which (a) nn I vent iii Default or I'otential Lvent ni'

Dclault hus uccnrred and is cnntinumg witl& respect u& thc Sccurcd Pmsy, (b) no Early
I crmination Date has occurred or been designated as a resuh of an Event oi Default iv&ih

respect io thc Secured Party li&r ivhich iherc cx&sn any unsatisfied payment Obligations.
und (c) tl&c Pledgmg lhirtv's ('olla&eral I'icquircmcnt equ&ils or cxcee&ls its lvlininnun
'I'ransfer Amouat, then d&e Securcxi Party may ilemand thai ihc Pledging I'adv Transfer Io
ihe Secured I'arty. anil the I'ledging I'arty shall. aller r&&eeiving such notice fn&m &he

Secured Purty, l&unsl'cr. or cause to be Transfi:rn:d io tire Secured Party. Pc&'limnancc

Assurance for thc beneli( of tlw Secured I'any. having a ('ollateral Value at least equal to
thc Pledging Party's I'ollater, &l Rcquircmcnt. 1hc amount of P&albnnance Assurance
required to he I'n&nsfcrred hereunder ~hall hc rounded up to the nearest integral multiple
of' the Rounding Amount. Ilnless otherwise agreed m wnting by the Parncs, (I)
Perlonnunce Assuiance &lem&uided ol' u Pledging I'arty i&n or before the Notitication
I'm&e on n Local Business &liy shall bc pn&videri by ihc cl&ise oi busines~ on Ihe nevi
I.ocul Business Dav an&I (ii) Perfonnuncc Assurance ilcman&led ol'a Pledging P;uty afier
il&e Notilication I'ime on a Local Business l)ay shall be provided by the cli&se nl' business
or& &he second I.ocal Business Day thereafter. Any Loner of' ('redii or other type of
Vcrfomuince Assurance (othcr than I'ash) shall bc I'riu&sfi.'rred to such address os the
Secured I'any shall specify and any such dcmaml made hy ihe Secured I'an) pursuant Io
ibis Pmagraph 4 shall spcmfy account mformation liir Ihe account to &shicti I'erl'or&nance

A~durance in the li&nii ol'Cash shull be I ransli:rred

Pmagrm&h S Re&luciion and Sub&&it&i&ion oi Pertornmncc As&urn&wc

(a) On any I.ocul Busii&ess Day (but no morc Irequcntly than weel ly ivlth

rcspcct to l.et&cia of Cn:dit and daily with rcspcct to Cash), a Pledging Party may rcqucst
a rcducnon in thc amount ol' I'crtormancc Assur&mce prcvinusly provided hy the I'ledging

*r s '* *&& . i*&«. u

requested reduction in Performance Assurance. (I) the Pledging Party shall in Iact have a
Collateral Requirement of zero: (ii) no Event of Default or Potential Event of Default
with respect to the Pledging Party shall have occurred and be continuing: and (iii) no
Early Termination Date has occurred or been designated as a result of an Event of



Lk.fault «ith rcipe & « ih» I'ledu&ssg V, iris i(i&r ehi h &herc silat, my imnitisti&«l p,syrttcni
(s) fi 'eti &ns x pcnnii& &I i«l «tis)n ln P(r(nnnan s .L sun&ace &r& ss' bc ilfi: ts I h) th

Transfer I'( ash ro risc I'ls Iging Pt&n) ssr tine reduiliois uf the an&nun&. n&', ui nutueandiin

Liter of& t re&la pr&nb u, f ». un&i li&r &hc benctf« I &hs gec&tr d IL&ris. The uns uu&t

Vtrfnnnmce A ii& tuse i luirc I ts) h- r Juu-I her. u&idcr &huff hc rcuriJ J dns n tii thc
»us(et& Insegmi fnsslltpfc n thl' Ibnusdissg Lost ur&i. I'hs I'Is&fg&s&g I u&'t& shrill ht&sc tl'&.

rli'1st (& spccits Lhs n& u&L !i ilfect»ri tl&e riductssu l&s I '&'ll'&rs&iu&se Atua«ance. Ln ull

Siieen ths" co)i;&r&J uipenac t reducing I'erforrnmaee. &)&our:&r& e (i&ncluJ&ng, lsu( n& t

lin&iseJ (s, (hs r,s nn &«Ie co& ts, eipcmss. !r&J& at(urn&) s' (be) sst tire gecrirud Ihi&s)»l&elf

in lsurnc I s sire Vl& Jy»&g Inn&i. I lnfsaa c&huru & s .&grecJ irt is rh&r&e L»s &Im Ih&r&ius. &» Il

the Vk Jgsng Ihury's r duct)&&is &leman J ri tmrJe sm & r I&sf& re rhc &«&nt&f&c ition 1 &n&s &sn .i
llu h&sei f)at, shtu) (I; ge ur J& I'&rt& sfu&ll lh&v un ill!I &eel Vu ines& Ib&) t elle i .i

put &sit ttcd ndu &i& n in Pc(fur«&sss& e As&unit&. s an I »it is (he Pie dg& ~&g In&my's r Jiis(i &n

Js mind i«&su«le:Jfer &the Nntlri a&bus 'I imc im, & I cnl Lluslnese I) ss. &hen the 4 et&red.n.ill 's, &, &u, &2& I .&l Llu. Ii&*s. L)tns &u clt«t n pum&itr«cl reJitcti n in

I''tt'»n&n« . s utun '&' n& i& h s& ' &fan h redact«&ss I I Ise e&1'ate I I' s' the rein»i
(1& II& &, & Ihe Vie&i'u&g I'ur&s ll, & pens«&tel &c&II&&stion &n Vcr« nrnunce A. &srzncc i tu hc

rile le I I i a re li&cti& n in (hc uuii unt &fan .usa&as&ding I ellis vf I '. red)( provii&usf! fs)usd
lisr she I' s. (&efit &&& !he genus'ed I'u&)y. &lite ge 'ure J Ilhsrty eh &III fsrnt&s ptf) «sl(c «u&cfi .& (ivn u. '

re!&&&mt I) t&s&cv,srs is eftcsiuste &&ch rs Ju rr!n.

I )Ceps &shen i&,in L "u
I l)elicit &

I' &cni&, I
I- .ni I L) I, &uh "iih

r, I«it tu &he I'lcdgin V&rss hall Imse ucuur&eJ;msl L~ conlnnung s&r (n! un Earls
Temunu( n l)i«s Ims & i«u&rrs I r imsr& Jet(nuc l,ns. & s'ceufs &t'tni Leer&t uf f)cps&»lt &slits

r!&Pc r & & thc I'I I'g&n Ihirts II r sit'nil& &«wc e«ist, &ss) un. utisficd pism&nr &)I fig!(is&n .
th» I'ledging I'urti nsu) .ubslitum I'i &fern«ance ssssnsis&&c l&ir s&thur cntitit» I'crti&no u«
su&sate&cc nf eris&el& ( II &tet &I et&ls«' up& n sn'

& I & I cal ((&i &ncm I&»', s«h&w& n r&

&pr& &td&J eu h nnu&c ts medi nn or hei& re tlu. Xnt&tlc:u& u& I'ime, ntlu:rs»se
nt tilic «inn pine J shall be rest I'

& f~&uaf 13u. uses.. I ) iys& t& &he u. ure I I'assy; p&«s i le f.

h noser. rh(&t it sis li nbstiiutc Vsrlorniui&s .h. sure&sr 1
&I',

& tspc n&t &ther&&i c
upprs ueJ by this ( &Il.ite&sil Ar&nei. lbs. u lhi bemired' Vsn) n«iir cs&num&( ts&, ush
. rtl»i&mls n L'p n the 1&unite& i & shs gcciirc I Parts, u)J r &t Cu «(f&un«&I the s&h t&«&ti

I'orion»&neo Asi«rance the gecurcl V!rts !nd or iti ( usrndi. &n slmll Ti,«i&fur rlic

rclcsam replaced Perl' rmuncc Assurunce t the I'lid in' Pan. with«& ts«& &2& L& „sl
II »t&&' ' ll)!s'i. «hst&&ith s,u&J«&g Jnsth&tii h'tetr& ti Ihs s t&t&'u&i. &tss 'uris &s&f'&tits&t&

sliall I» psrmincJ uidss tii the sufsst&sut I'irti missis;:Sssurin e ii I'runsferre&f

Inn&It incest)Is r ha" I c n T're)el'&sr& J to rhs assur sl P&r!;&nl or irs (» sufi u& pris!r t

lhc cele.« I rlic I'erl nnanse .Mac@rance t. s hs &s«&rn J'
& & (he Vis Jgini I'art), u&d the

in&riss interest. in. and uener, d grsr lmn upon, such iub titutcd I'crfntmunco nets&runic

r.mle;It pn&'u. &nt then:t&& in i,i..r &
I' thc nisus J I'arty Ihall li, ne h cn p rtsited, c,

reguirc I I~ ) upplsc&LI& I ns;sn I shall «&nit&ruin a tirs( pnnnt, p rl'cited . cin&rits into& nt

thereht uu«l ensn&l tir s l&cn th& roon. .snJ &ill atier glair& ct'tact t »u h. uls tirntlon th

( el«immit Tsluc ut'su fs sul stitu&e I' rt'&&rm:inc A . ~ r.&neo slmll c tual lh uieu«t sst thc

Vledgin I'arts's Cnfluscmf I'cqunsmmst ot &be I'Icdgmg Parti's &bfinlmum 1 m&. tci

A&nount. Vur:h substitution nt Vert'ormance Assur&nce &hull conssitutle u teprescntatiun
oml rnunint) h) the Phdging I'arts th&r the subsututed Pe)tom&unco Assu&an(«sh&ll' be



hubject to and go&Em&xi by tl&e tcrtnh and conditions of this (.'ollateial Annex. including
withoui limitation the security &meresi m. general tirst lien on and nght oi o)Yset agni&1st.

such hubstiuitcd I'erfonnancc Assurance grunted pursuant hereto in I'avor ol' thc Secured
I'arty pursuani to Piungrnph 2.

(&) The Transli:r of'any I'«rforn&ance Assurance by the Sccurcd Part&, lnd/or

its ('uxtodian in accordunce with ibis Paragraph 5 shall hc deemed a release hy tile

Secured Pariy ol' ns secui ity interest. general tirst lien iind rigln of olfset grmited pursuam

lo Ihamgmph 2 hereof only with respect to such returned I'crfom&ance Assurance In

conncctio» with each I'rats(or ol'any Perlilrmat&cc Assurance pu&suant to this I'aragmph

5 thc I'ledging I'arty will, upon request of the Secured I'arty. cxcculc a rcccipi hhou iflg

the I'crforrnrlncc Ahiuirance Trlmsferrcd to ii

I'aragraph 6 Adminixiiationnl'I'c&lbrmancc Ahhurance.

(a) ('ahh. I'crli&rmancc Assur mce provided m thc Ibnn ol'Cash to a f'urt& that

ih the Secured Ibir&& shall Ibe subject to thc li&llowing provisions.

(i) Il'huch Plirty is entitled to h&&ld Cuslb then it w&ll be entitled to hold (.'ahh

or to appoiiu, ui agent &vlncli is a Q&adilied Institution (a "Custuiiian") to hold ('ash li&r ii

pn&violet that thc cunditions for holding ('.ash that are hci t'orth on thc I'aragraph l0 Cn&cr
Sheet for simh Par&y arc sauslied. If'such I'arty is not. entitled &n hold (.'ash, ihen thc
provihions of Paragraph 6(a)(ii) shall not apply with respect tn such Party &ind Cuhh shall

be held ii& a Qualitied Institution in accord u&ce with the provihionh of Paragraph

6(a)(ii)(B). (Jpon noucc by theqecund Party to thc Plcilging Party of the uppointment of
a Custodian, the Pleilging Pari&'s obligations to make any Transfer &vill bc discharged by
makuig tl&e I'ransfcr to ihai Cusuxhun. The holding ol'Cl&sh by a Cusuxhan will bc
ilemned to l&e thc holding ol'(. 'asb hy ihe Secured I'arty Ii&r &hhich thc Custodian ih acting.
lf thc Secured Party or iis Cuhtodian fails to satisl'y any condiiions Ior holding Cash ah Eei

forth above ur in the I'aragraph 10 ('over Sheet or &f ihc Secured Party ih not emitled to
hold Cash ut any time, il&cn the Secured I'arty will Tn&nsfer. or wnise &ts Custod&an lo
I ransfcr, thc Cahh tn a Qualilieil h&sutution and tike Cnhh shall bc maintained in

accordance with I'an&graph 6(u)(ii)(B), with the I'arty not eligible tr& hold Cash heing
Id d h -~O»:«dlh "I:x I I. Extr tt In

(&(c), tbe Secured Part& will be liable for Ihe arts or omissions ot' its ('uctodian to ih«

same eaten«ha& the Siecurcd Part& h&ould bc lmhlc hcrcllndcr for ith ohvil;&et& ol
&1&rlissl&&l&S.

ICEI. Iln Ih'I EI ' I » I Ixr Ii:h& I:%I E

of Dct'oult has occurrnl and &E contmuing &vith respect to the Secured I'arty and no Early
Tem&inauon Date has occutved ur be«n designaied as a result &if an Event of Deli&uit v'nh

respect to thc Secured I'arty liir which tl&eiu exit any unsaiihtied payment Obligation&.
then the Secured Party shall have the right to sell, pledge. rehypothecate. assign, invest.
use, commingle or otherwise use in its business any Cash that it holds as Performance
Assurance hereunder, free from any claim or right of any nature whatsoever of the

Pledging Party. including any equity or right of redemption by the Pledging Party;
dh . h II I I C dI I *I&id& hid& I



& & &t
ic &g «» & && u&&«'.

(A) itic provisums ol iliis I'arear iph a(a)(ii) &vill not, ippl) uiih &cspcc& to thc
Dow ngm Jcd I'art&, und

(l3) thc Downgraded Puny slvall be reqmred to Iranslgr (or cause &o be Iraostbrred)
ii&1'I laic» lmu tls: close nl busmess on the neet i.ocai Business l)ay totlowmg such
Credit ltuting I:.tent all ('ash in its possession or held im its bclmll to a ()ualitled
Ins&ituiion apprnved hy ihc non-Downgraded Varty (ivhich approval shall not bc
unreasonably withhelil), io a segregated, salckeepmg or custody account (dic
"Collateral Accoimt'*) ivi&lun such ()iuil&fied Institulion wi&h the talc ol thc account
md&cating that (lie plopcl'tv coiitaincd themm &s being held iis Cash liir the
Downgnided Puny Tlic ()ualilied Institulion slaill serve as Custodiim wilh respect to
the C'ash in the Collate&at Account. aial shall huld such (.'ush in &ceo&&h&ncc with the
tenns ol' &his (.'ollateral Annex and R&r the security intcres& ol' thc Doumgradeil Part&

and cvecu&c sue&i ai:coum control agreements as are ncccssnry or applmablc to perfect
tlx sccunry mtcrcvt ol tl)c Non-Downgrt&dcd I'any dicrclii pursue&it to Section 9-3)e
ot' the I lnifnrm ('ommercial Code or othcrv isc. and subject to such secunty in&creak

for ihc ownership and benefit of the nnn-Downgraded Parti. I h» Oiu&liged Institution
Iioldmg the Cash w&II mvcsi and reinv(wt or pn&cme the investmeni and reinvestment
ol' the ( ash in;&ccordance wilh thc written instructions of die pledging Varty. subjem
to the approval ol'such insiructions by the Downgrtutcd Piirty (ivhich approvul shall
not be um'easonably withhekl), provideJ that the Qunlided Instnution shall nut he

require(I to so invest or rcinvesi or procure such investment or re&ines&me&it it an
Event ol Default or Potential Event oF Default ivith reaper. t to the Pledging Party shall

h,ive nccurreJ and be continumg Thc Downgn&ded Party shall have no responsibility
for any losses &vaulting from nny invcstrncnt or rci&&vestment cl'Ibctcd in accordance
'&vith &hc Pledging Vany'» instr&le&lolls

(iii) In&eras& I'a n en&a on C'ash. Su long us no I'vent of Defuuli or Potent&al

liven( ot Dcl'nuit with resp(et to Ihc I'leilging Party has occurred and is continuing, and

no Liarly Terminatioo Date li&r which any unsatisfied paymeni ()bligatiom of the

Pledging I'orty ev&u l&t&s occurred nr bcc» designated as thc result of im Igvent nl' Default
ivith respect to thc I'ledginf Party anJ to thc extent tl&at im obligation to 'I renal'er

Pcrlbrmance Assunince would no& be created or increased hy the Transfer. in ihc event
thai the Secured Pm(y or its ('ustodmn is holding Cash, thc Secure&i I'arty &vill I ransfer

(or cause&I u& be TransFerreJ) tn ihe I'lodging Purty, in lieu ol' any interesi or other
arnoimts liaiil or dimnxul to hnvc hemi paiil with respect to such Cash (nll of which may
bc retained by the Secured I'arty or its Custodian). the Inierest Amount. The Pledging
Party shall invoice &hi; Secured Purty nionthly svumg t'orth &he cnlculation of thc Intcres&

Amount due, and thc Secure&I Purty shall nuke l»iyment thcrcof by the later of (A) &he

third Local Business Day of the first momh aRer the last month to which such invoice
relates or (B) the third Local Business Day after the day on which such invoice is
received. On or aRer the occurrence of a Potential Event of Default or an Event of
Default with respect to the Pledging Party or an Early Termination Date as a result of an
Eveni of Default with respect to the Pledging Party. the Secured Party or its Custodian



th, &II r tain anh duel& hatemst /(root&nt as a&Id&(foun) I'erii(&nucnc A&&urance hcrcund r

ur»il the ohliga(inr&( c)f'rhe pic«I "lng par&h under &hc Agreement have heeti sari((&cut a& tlic
ccve nt'ain l arlv Ier&n&nation 1)ate ar (or so iong aa auch f'vent opt)et'mal& is conrir&uin in

ihe cta e ol ar& IE&cn( & I I)cfa«lt

thl )L«ttm& I (dtcd&(. I'cr) "rtu&irx Assur'in . Pr, &i I I ii& ihc t»im I .& I cii i

O'»Ji(ah»fire cad)cur i &hi fille»& i, pro»i l«na.

&tnt »th 'ru& '
agr

' 'd u" in &vntii&'' I'»lic p, uncs. C«cl& I.,c'&«:& I ( t&«t«h. , ll I

p»viJe i u& ac& ir&lane& &v&tl& I'&rigt &p1& (I .&«(I each I ((ter I'C pedi( ah &if I & m itnminc J
I'&ir the henefi( I thc hc.nretl Pan&. Ihc I"tedgni I'art& ah»ll ( h) riricu «, iu c &hc

rent &vul «i c&& h & utst &nJmg I cner & i I r 'elf& &~ v &i&«elp h i i a' pr«& i lc I &n rhc r I «&nr
I et&er nl'('r Jit. (LP& il rhc danie d&.»»' ucd, &r& nuts«a&diag 'I et(er «I C'rc&iu h, i, in, li, it, l

&ment t&ut &
~ rcncv &ucf& Le&t&r uf ( &edit pru(idc &itl&er. i

-~ I &it&ite 1 tl& r & I i r& dn
&ih r Fli ihle ( nll&t rif. «& e &vh mc &t le r » ntni& i (» 1 u &I Itusn& ... p)a&i pri & i

&lu: &mpn:«&of»'I lhc' &&ns&ending Ichor uf Crchl. ,&nJ (L'! » a I,a&l I" &ling r& I ct(er
('rtdi& elm)i tail ti 4 n«r t1& g,mured Pung s pmpe& I& Jumimerue I &eque~t ii& h» nn .«i

&«tutu& iir&g Lcncr ol ('rcdit. Pr&. & iree ior &h& tune(» ol tt&c g& cure&i IP u'(v either
vt&l»ii&nic (enter &f ('r'd&t d&« iv I"cuvd h& «haul mtcp&uf I» i& th» hccu& '

I

ihe& il. i& ill (' lid, ii. i«; h . , »Irl»in tn i It I. Cal llu &nc f)«. .»&. & u h

relusal. pruvideil &&hat, .&v.& rc ul( if tl&c Pled &r&g Ih&r(v': IL»lt&re n perf rn& «»-' '& Jn &.

»»h &A). &)t) &r &Pt ah &c thc I'h loin fh&rt&'& L' ll iier&l I( .Iui& in&'nt » «»J I c r. . i&

than seri&.

nicili, l, I & i«i, l» . I'cii', imun, c ( &«r:inca. thc I'I .I 'ine Ih&r&1 nu&&

&n re i c ih .«i iir&, r, ni «r & in li&i I crm& ci t ich&, r, & &hlisf& r nc u& &n &re sddhlrn&l
I crr && I ('&c, lit

iiu! I 'Pun &hc n&mu&tcncc nt a I ctrcr & t'('red&i l)c'I&ult, the I'lcJcir&g Part»crees n

I i, instcr t & the vecurv I lhir» etrlicr, i s«ti. titit& I e«&r I' Ctr Jit » n)r:i f:li il h.

&"ulla&cr&l„rn e;u:h case n or hat«i&& th& fir. & Loc,d f(ti»neve I),&; atter the ntcurrcn(e
Iherer I (' r the fil'th tdtht I &x, &l l(«(&nets I&r& ',&tter thc nccurren ihcr & t if nt»' . Iausc
,i) un, lcr the Jciinitiun ol Lct»n if ( rc ht. tacit&tft, &f plies)

&I& i t At 1. p& n r &i t&nl rime a&I r thc &c&uv&u& c;&n I »nttti ~ &t»r& nt nt& I ent &I

I) tauh &vrrh r&sp"1 t & rhe Plel in. , Part&, nr &lt) il' &n Larl) fenn&t&uinn l)ue his
&''u&vcd &r tc'i& drm&g&M&ed &t a rc&uh I tu& I;»n&. «t Dt:tuu'l»&ith &ctpc» tn thc

I'I dg&t&c P irrh t»»h& 1& th n eai I utt& un»!itl&ed fvu&utch& (d&light«&t&. il&m& ih.
hecurerl lhu'I&. n&&1 Jrm nn ihc cniire, unJr». t& I r(&to i t an) uttt»r»hr&g L itcr I
I'rc l&1 up n . uhtn&ss& u& tn Ihc I;&t&l. & u&tic u&'I& I.ct& 'r & I ( & dit I nn«&r n& rc
cnitico&e. speci(vina tlm( su h I veni, if Dr(suit nt tart& I rm&na&ii n l)utc haa &u. «C(CJ

.&nJ is & r&tinuiihu ('ash pr «cede receive. l I'r &m dr in in»&p &n th I et ter ol'('r d«&half
I c,teen&&J I', rd noir&„Acsuru&cc &,ecmii It ihe I'le I utg Ih i &, I I&gu, n. i

g nun d lair&, &n«l tfu gecurol P.irt) shtdf have il&c righLs;&rul remolic sct fonh in
Ihraatuph ', t«it)i r&. pert tu rue)i c,& h pt coeds. h t&i(&h mnitn &he «c ured I'»t:'
&c&etpt t I ( ash fu Kec lv ot,&(a &nit& ' iir&J&r &h L& «cr ot (Jrcdit, itm PleJp&r&" I u&v sh &li

re&a&in li &hi& » & tor tnt I &thn n It'n&ster st&ffic&'t&t Pcrfnrtnanr eau uranre r &vi I r



si'iy ammuitsu iin t& Dc 4«, iii« I ()itic:in I rcinaiiiiii unp ii l, i&i i ili .i, pli«»i i t tli

.n»i iml, ilriinii I i &lie x i»i„llhiiii

tv) ftn atl cixxu thx cux«. uiJ rxixeiise &tn«fudfnd lu& iiixt finiii«J t & ifi« I »santa(xt,

crx. cxpwa, c . .uad, it& rnc", te s iit t(i )eiur" I I'ariyt ii' iih(i. hing. r mx«ng,
ciifnlituiing, catv. vfing. anJ imvccciiic ihe uiituuni & I o Lett«r ct &'rcdit &1&a(i ( e (x me lix

thx f'(ed. iug I'-:ii&f.

Ici & .&ic' iu I«mr»1I&«''c ~l:. Li i&&&&' C . «pi .» &(1«)«i . I && &I lid iii I .It i i i[111

riu't«i&) anil hw &m I th cx«rc&» if i, i «i»if l«, i& in itic «i,«u& tl eic it th )i ui«i
I)it'tv ch:i(f (iavt: n&i rhnx oc iii;mv P i & niwn c A",

& r.ioie &n Rx I & xxe x&«n

in &he puxsessii n or «un&rot cxf' an, &. u&t Jinn «r nii in iime ther", n ir .in h& thc
pr'e&v, iriin i t &t«&ns agrnnx& prior prie&fax ur any &&fact et(data ipeisauiinp th«&et& )he
) curxxf I'arsy ~ imll ihx dec&&a«d I & fiaxe &x rci. «J retie in:i&hie i.:ire in tile cu'« fi uad

p&x'c«'i i&i»i& & I 1(ii' Pi i& l«nia it&& c . &x iit &ii xiii it ip ses I &ii, iind &I it& i(1 '
ifxu x uxii 11 il

agent (fir xafekuefx&ng, il Ihe i'erf irman c:ax&un&rice ic .ixw&rde&l &reutm 'in

xuhsianii;i(f& cga;i( &i- ifiir nhi h ir. ;iccordx nx win pnip &r&, ,»&J ..halI ~ iit. I e fiahfe & r
rc. pxxncdi(e fo& .iiii ih xx or d»»age &.i an& «I t(ae ('crtunt&a;u»e Assunirice, iir fi&r atty
Jiiiain&ith&&1 irt 1(ic xniui' thereof. hx res&xi»&i iii &&lie, i I i I i&it&i xi &1 I,iiix « i&&i&Jim&i

x IC le I I i tli«)«cur«xf &(kiri& ii aci, d lilt(i Ca&«&pl txi lite &ate&it i, h in. , i I d.ini;i « i» ifi«

r&xuf& ut' xiwh .&Sin&'.";,(1(iuf micron duct or nc. lid&nice. ( Ir (e .' held bx .I 6'usta«(iota dic
)«cure&i I'urt& &tin('I, it af( tir»e» rxiain pi. xeaxion or cuntruf uf &inx Perl'urmanxe

Ax&aran«e Turns(cried to i&. 'lib- ho(ding of Pertnrtnance Axsurancc. by a CustoJian fur
the benefit uf the Secured Pani shat(( he dceined tu hc ihe hufdinp aiiid punxessiurri »f c«cih

I'cr(brmance A&sun&ace bx the Secured Petti for ttix purpose: ul' per(Ecting &lm sxccurnx

interest in the Perf'onnance Assurarice Except as otherwise provided in Paragraph
6!a&fii), nothin in this Coffateral &annex shall be concocted ns requiring the Secured Pan&'

to seine& a Custodian for the keeping of Pert'ormance Assurance for its benefit.

Pnra raph 7 Exercise of'Rights acorns& Perl'omiance -\ surance

fa) In the ei'ent that (i) an Ei ent of Detault iwth respect io the Pfedging Parti
lies occurred atid is continiiing nr fii) an Parti Temiination Date has nccuned or been
d signatc&l as a result of' an I vent of il&et&nuit ixith mspect to ih«P(edgmg Pan&, the
!I«cured Parti inax cxcrcic«anx' onc &ir morc of thc riihtx and rc&ncdicx prrwfd d u&»ler

ihc Agrcemcnt, in thix ('o(lateral &annex or as otherwise, &vs&lab(c &indcr app(&cahfc fan
&uith*ut irma&inn the fiircgoi ~I, if' at, inx titn« tr) an f.vent nf 1& fa&rft xiiih respect, in thi
I'(edgin i)any lmx oc hired;n&J i. ci ntinuing, or (iii ari ( iirix I &rmiris&i in Ds(x ccurx
, r is Jam&a&cd ti o«cur, ix:i iexutt ot im Lv&nt ol ()ct',nrii xi&th rccpxnt &o tfie I'(edxina
Ihi&ii, tli n ili )icurc I Inn&, in. ii it»&x «(«fi i ii n ", i ix &ni in ni i ~ t tli ~

I fi wit&a rights;md rc»i

r&gl», ;tnd run&cd&«. . .&v&x&lolxfx t i .i Secure&( piro &uaifer rhc & Imtc ni

namer«ia( & ide:niif ani othir iipptrcihle ju&isdicti in, m f & &hei

:ipph .&( I« l, iii. iirth t speal I the f rf'irnwn. , a, ui, iii ~ c I cl, l I i

iii«h n«lii I th )i iir«&t (hir«, ,



(ii) the riglu tu set ol'I'any I'ctfonnancv Assurance held hy or (iu the bci&clit of'

&hc Secuicd Purty agains& and in «utisfaciion of;my amouni payahlc h«' &hc

I'(edging I'arty in respec& uf'any i&f its Obhgation«,

(i&i) the right lo dm&v on any ouismniling l.suer ul'('tcdit is«a&xi Ibr it«bcncli&.
&uxi/or

(iv') the right to liquidate any Per(i&nnance Assunince beld by or for the
benetii ol'&he Secured Varty tiuough one or more public ur privmc «utes ur
olhcr dispositions wit(i such notice. il any, as may be rcquirinl by
applicable law. I'ree from any claim or right ot'any nature v;bats&&ever ol'

the Pledging. I'art&, including anv right of equiiy or rcdcrnptioii b& the
Vledg(ng I'arty (with thc Secured Party having rhc right to purchase any or
all of &hc Ver(i&rmance Assumncc ti& bc sold) and to apply thc proceeds
('ro&n thc liquidation of such Parti&rmancc Assutance to aiul in so&is('act&on

of' any amount Ix»nblc by d&e I'ledgmg Ihir&y in rcspcc& of,my ol' lk«

Obligation« i&i such m der, &« the Scoured Party nu&y clcct

(b) I he I'ledgu&g Party hereby nrevocably consuiutes aud apfa&mts thc
Secured I'arty and m&y oAicer or agent thereof, with lid( power uf sub«1&tution. as the
Pic&i in P&irt)'« true and lawful attorney-in-lhct with full irrevocnblo poiver and
authority to act in the r&arne. place and stead ol the Vle&lg&ng Viu'ty or m &hc Secured
Party'«own name, from time to t&me in the Simurcd Party's di«vretion. I'&&r &he puqx&se of
takmg any and all, &ctu&n aiul executing and dcl&vc»ng any and all documents or
in«&ruments «vhich may be ncce««a&y or dc«&rable to accompl&sh thc purpu«cs ol'

I'aragruph 7(u)

(c) Secured Pany slwll bc under no obligation to pi)on&&se Ihe order w»h
respect to which it exercise«anv onc or morc rights and remcd&es ava&lub(c hereunder
fhe I'(edging Party slxill in all ci cia«rcmam liable &o thc Seta&red Pany for any, &mouni

payable by thc Pledgu&g Party in respect of any ot &ts Ohligatn&ns remaining unpaid a(lcr
any such liquidation, ,q&plicai&on and se& ol'I'

(d) In &xidnu&n to &hc prow«ions of'I'arav&aph 7(a), if,&t any tirnc (&) an I vein
ol' l)elhult iv&ih &e«pert to the Secured I'ariy lv&s occur&cd and is continumg or (&i),&n

Earl) Tem&iirulii&n I)aic has occurred ur been designu&«d ru«a &e«uh ol' an Event oi'

f)cfoul& with respect (o &hc Secuiud Party. &hen.'

(I) the Secured I'arly &vill be obligated innnediately to 'lian«fi:r all Vcifoim;mce
Assurance (includirig any I etter ol Credit), u&d dic Interest Amouni. i& any. io thc
I'(edging Pany;

(2) the Pledging Party may do any one or more of the following: (x) exercise any of
the rights and remedies of a pledgor with respect to the Performance Assurance,
including any such rights and remedies under law then in e(Tect; (y) to the extent that

the Performance Assurance or the Interest Amount is no& Transferred to ihe Pledging
Party as required in (I) above. seto(T amounts payable io the Secured Party against



ih Pcr«ir» unce B .urancc iotii)&i'(i)i» II cticrsct'( i&diti hei I by)it& x& ure I pirl& iir

i»the .tin'I its righm& to ~«lt are mr( c&cmis&J. &&illhhiil piyn'icfii»l i)n& r&iriuininv.

.uniwn& p i& el lc I v rhe I'lc ii in( I'rut& up i ih') iiuc ofs))& remiiining Pirlhisi) in&a

1 siiiii»c iield I'& iliv Sc&iuol Par. v, until tlii P&rihrni )rive 4 surtui . i lI't;»&&ferro»I

i i the I'I lig»)g I'u»i', s»d iri ever&)&c right& (u)J rem& J cs iisiliiiilc ii ihc f'lcJginy
Ihi;i: »»J i ili i m I 'iii i'Letter, if pc dr»i»l

i)1 tn& q«ur&ed pan«hull be p«J)ibii&il I? m dra«iri &n;ini iLctter &il' C'ri Jii i?iii
tmi hcei) p «tiid hy ihc I" I& Ising Parti tr»r il, I cncttl.

Ca) Ii'ihc I'ledgmg I'an& dispute) thc uiririuii( iil I'erloiniance Bss~ rmi&.

requested bi tlie S&mu&cd I'urty und sucii &lisp(ac (&laic) t&i dic a»u»int ot ilia Bci
Expii, urc clannvd b& thr: bc&nrr d Ihirt„ then the I'lodging I'a»i »hail Iij nii»tv ihc
Secured Piirb ct' thc c&istenr& und ninure ul tli«hsputc ni)r. Ia(cr thun thc hluttticattirn

T(n)c iii) thc Iir&t I.u&:d Businm& Da) Iolloiiirig lhc da(e that the deniar&d Iur Perlurmancc
Asvurnncc i& made bi the Secured P,ini pursue»1 »i Varayu)iph 4. »nd iiil pruiiilc
Pert'on»ance gas»rance to or for the beri&tit ol' thc Secured Party in an urn»un( equal ic
the Pledging Pany's ov&» estimate, made in good fash and in a commercial(i reasonable
rnanncr. of the Plcdgma Parti 's Collateral Requirement in accordance iiith Paragraph -I

ln all such cases. (Iie Panies thereaher s'hall promp(l& consult vvith each other in order (o
reconcile the tv, o contlicting amourits. It' the Par»as have not been able &o resolve their
dispute on or before the second Business Da& folio»ing the date that the demand is made

b& the Secured Par(&. then the Secured Puny's &tet Exposure shai! be recalculated by
each Par(y requesting quotations from one (I j Reference, 'viarket-Maker uithin t&io fg)
Business Dai (takin the, iri(hmetic aieragc of tl»i«obtained to »blam tlic av&'rage

»I . r» & . Ira « i ) ( I I lcd.
tti&'ii Ili i( qil»kit)i ii sh ill be ii&L'd) tbr th& I&»rial&a dl I'&'c il 'iil, itiiig the t l(IIT&fit Mlark-I»-

his(i«t Mail(i ii rich jr1n»icitoi) in respect ot «hich tire Ih)(ties, (i »)gree .i Io tli

( urreiu Mari -to-Mul &I i .J&ic therc&il: .)»J (h& xec»re&i Part& lmhl rnfiur» the I'l&dipn

Pur(y oi'(hc re. »its &vl such r&iolrulut«n Iin re&i. &&naivic Jc(ail) P&rtbrm. »icc Bs&uraiic
slmll thereupon li pri»id'J. rctui'ncJ. r rcJuceil, il' neve. siri, on tli& ne&t I o»i(
Ou&i ~«s Oa& m a«nrd;incc i«ih the rc. ults of such rc& ilculation,

I! thc Xecuri J Ihirtv list ate& th& .un u»i &f Perl', rirlai«y». ur r»«' (u I i ii l»i&J
h, th& Secure J I'an&:md such dispute rcia(c& rii the arni unr ol'rh» iqer l,&p&&urc ilaim&il
bi ihi Se ur d Ihirt). (hen th »em)red Pirti shalt iii n&iili the Pled ing I'an& i i thc
it( i&n &,tn'I iwtiric:I th&' Iivput

' n it I.it»i tii in tlic B tif) aihrii I inic &n tltc rir&1 I « . I

Bttstttc & I).» iiilil)»in& the l, itc iliat ih&' i!en),»il ii r& luce I' rfrirnmn e B &urm)«

nmJ I i th& I'ledg») Piin) pur umr 1 Pamui, iph iui. m)d Iiil cft'eci ih r.du ri n

Perl'r rman c l;nimn. & u« i Ii. r ihc h&n&in il the Pl» I in V.iiii in, in, iin&iiini &qu. il i

th» S«»rcd il?arty s i «» mtrinat&, mnilc in g i &il I'mrh un I in a &urnmcrm illy rats(»)al. Ic

rncuniir. iil' th» I'Ic I i» I'.iii Ciiliui&i'sl I(cquircn) rit I ~ ai, i rdani:c ",1th Ihimgrcph
(ii;ill &uch r. ihc Ikiri. & Itmi&olt&i lmil pt »iiptlv cii»ult »ith cu, h &rthc(

irder iii ic&i»& lie itic iv, , iitii&iiin art) i(mt' ll' Ih«Parries imic ni t (scen, ihlc 1

I« ihmi Ii
I

uic i ii, i 'I ci, ic ih«&, nd I i ccl Bu&iiii « I i i) I illi ivi ~ i thc J)te th it



thc Ien» rnJ i» mrtdi» 't» the I'Icditit)L, I it)» thr L1 tltc»u»t»of I":tn;: 1»'e( I P" ir Limit

rc;ilciil ttc I I ) .a lt putt, rripiu»lina ilia ta«ui» Itrc ni, )nc i I i R t' ren c x[arb. t

hlafer «ithri) tiu (2! II)»sinus» l)ay» t't ibinp ilia atithtmeti .L"eire L 1 I'thn»cuir)ined 1

«tain ih at artie (.'iirrent S) tcfs-LLL-bfurkc( ), 'attic, Bp»')JCJ. ihar. . ri 1 ni» rrne

I«LL(xLLL»1»1 I'L' . (»(JL11 I, then 11'1 it. Bti I')tl I ~ »bedl I) ' tie' 'Ii till' til ' ILL)ill

;JL »furr)yr rhr (. unutu bftrk-ILL bturlit 1, 'nf(te «pet)oh lransac'tt n irr 1 pc t r «tii, h

tii. Ibini". lis» r e,t» 11 tbc Curr»nt bft)rb-tn-tbfarbet ( alrre if)et;ol, ,uiJ th hecrir»ui

»hull inlrotrn ihe pie»finty. Bain) I lite (eau()s I )uch recali ula(tori 1'111, rene»in)fdc

Jcmiih i'ertonimri ' Xasurtr)»e»hell) lh tvupi»n I 1 pr»i rd d. rcunmeJ»r tc.limed
'1» x )«rt). »fi (lie LLL'»1. I LL sll Bit\»1C»» I) I'1 iti:IL '1 LJ 11)CC LLttltl it1C IL' Lilt Lt »us tt

r»cmilmttnli »1

v ir i rit ti ') (, 1'ens»ts' tcc irceenr ittnnsan I )(.)rruiitu'» sltsc flin)cuir».

I hc I'I Jainu Ihirti «iti exec»LC, LLLJ il h«i i« tli» h»cur»il ihirti i, in I;
thc c .t nt pcimit c I I ),ipplic it le lu«b tfu' ['ledtairi I'utsi her't»i .wlhirriire

' th»» . ir. I

uic;n I I»f»ii:1 in thi nu)ic ! iht: Vied»1, ihirt Lir theriii, . I

liri. )nCiny, »Iutrhnieittc. 'Li. sii(runcnta a»J»t'lier ftteunt(t)tu anJ di! su" h t»iiicr ihin ~ rcl, itin '

«1 (he pcriornianic b»aueuni anrd )lt) eccuriti i ~ tera»t Lt)nted urt icr thi ( ll, it«mt

'Lnnes. tr)ciu»lln tin) .Lrtiorr rlt» B (ur. l. l'rrt» nm, learn nc e»»ar» Lr, tent t«pit tt,
p»rl'ect. ir man)tun pc)Ice(inn rii it» )ccurrt; irrmns 1 in ihe I'ert»timon r b», »i in„.n I

rlhi I'Ic lydrrd Birr) »llmll pi», till ci»I rclaiit) tti ir' it ran I r i I'it'tr'»n in„X"ut n. ;
»)J ihe rn i»ocr»trice onJ pctlcrntrn i I'tt)1 'accnriii iinr»rear (hi r ir)

(hi, i, l »ii i "Liicn li'Lti)rrminc CL»euran L 1» ti»ltl h, thc»1»ur»J
Ih»ii .»L, l L r it, ( u»t, li m tri lcr th bar»ament a»J tlti» (»llatecil bnn Lh the I'fcduft)

Ih»i) h r I L r pi .~ nt. ,iri,l, .i, tni rtmt

inc lhirit lm. xi od trite tc:)n I 1 Ibr: eol( 1 «1 cr

I'Lrt'orrn„rri L l»urttnci. «nl thc o»L»uli u. Jchi»ti:tri»l peti'LL(atm)cc it (nc

m L nuni» Lnd, )Brea(nun(s L I'Ihiu i '»Ill»ternal '«tree. ! i niit rc»ult iu Ibc ~ rcatit n nr

ttt)pirstttrrtt (Ll;Iti» iti't1 1' »''ut'1!L httttc'lc»t ttf'it;»iy rrt tt»,1»;(' Lr I'1 pc(11'
in»i»dirt, «lilt»itt Irttii(orion. the I~ccirrrn)»tee .S sum)ice, »(her limn (fic se uri(B
trit»rests anil (rem emote»ll unJcr rhe. rsureen)cnt, n)rf tht» (, Itf.tt(cil Anacin

i»1 u; n tti I r iri I r r I' rti»ri» n c )»,tn« I tl r I'I I »1 p»ti
ihc» ur d Ihin) .Lri

'
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.111 .1cr c i)crit ther in ir1 th ' '\ r '1» '111 art I t'nt (»ll tier. tf,brtltc». «Iit
I» Ili all 111itlil:L'1 rti ' I'1LI)t' OI 111» 111C.L»1 L» litt»re 11 'Id '1

L I iin» ot
'1'I »1111lic S»»»tat)c ' «tlh tc. It 'cl h 'IL'»'



tcl This Collateral Annex has be n and is made soleli t'or the bene T&t ot' th-
Parties and their permitted successors and assigns. and no other person, pam&ership.
associmion. corporation or other entit& shall acquire or haie an& right under or bi & mue
of'this Coil &terai An&ms

«I) Iltc Pled ing lhut& ahull pic &in reciucst and in&dun&nil, th, ger&&lcd Ptun&

au&inst an lanes (in&. luling &v&thnut limiiatinn, on& applicable irnnsfer iaxes and, tamp,
rcgisirutiosi nr other d&icumcnuuh &asest. &saut&&&tents, &r clat&gus thai m. il b crime

pa;able h' raus&&n of tft& secn&h& interestm r.or&eral first lien andi rrghi &it olmct ranted
urudcr this Colhttcral A&incr or lit&". cxcoutrnn. deliver&, per pi rrnancc orant, r&. mani of th&

Agreemcr&t and tltjs I'&illmeral Anr&«x. as .&el! a, art& penal&i, «ith r,",pc«. ihcrcin
ft&tcludinfp anti&nut limitati&in costs nn&l rca&uruabl I'mes ur&d dtsb&irenicms of'counscll.
T'hc Panic.", e«. f& agr&. c ro pay the nther Intr&&' T&ir ail rene&mali) expcns s tincfucitrtu

«&rh&iut Irn«mtiun & iurt cr»ts and reasonable I cw an&I dislntrsemcnts of coun'clt
it r urred til rtic other &n cnnnecrio&i with tite cnfbrcemcar &il or cuing I'nr or &otic&. tinr an.
rim unr, pa&el I» I; ir under &h& W 'rim&tent ariel tti&" I r ilntcril Anr&e

r l. l i& I & irhcr I'irt& li r&t «i axe& i iri, inl ti 'Iii pi i&

I& h & und r 'i. &ll T& .it, & .« ii cr th r« t

I ttc ti&xi lin iri &h«'&!I,i&owl '«iii; .&rc Ior '&
r& r i&i I & I i i c

»nli, &ri I .hill n t.&ttc t ih n in&n r n tru ri n t, iri pro& i, i ri th r.



PARAORAPH 10
to the

COLLA'I ERAL A VIV EX
to the

EEI MASTER POWER P ~ RCHASE AiVD SALE AGREEII(IEI&IT

CREDIT ELECTIOVS COVER SHEET

Bet» een
(:arnlina Pn»cr db Light Cnmpanp

d, 'h/ii Prn rcvv I ncrg) Curt&iinug Inc. ("PP( "
i&r "Parti A")

and
hlorg&tn ht, tnle& (.apitai (;roup tnc. ("ih(S(.(, i" r&r "Part& i)")

Paragraph (0. Lice(inn& and h'ac&ah)ex

(.enate al th«ih ld

P ~ ri& A (.on, &terai I hri: hold

i t&c
' Tldmtt ill ~ An&iuni l. ~r&~&c:I~h, r&et. Itiat

(»naiurit Itireatl hf I r I'are, X .bill b tern upin llc icurr r. and during
itic conitirwunie ol an t unl ol ltelault or it I'otential I veri& oii I&cf~ ult iinh
reapec& r I'nn& A, und pap&(du«I tutttfei Jtbul, »n rh. e i ~ t thm. enJ on the dais
&hei. I'arri A c trm t!tc P &ento) Ith rtr nt'l»(anil i&n r prior to th date &hat

I'&ir, .\ ii r au&md ii peal Peri riiivrice, t, irarie ti Pari& h p&rit&ar&t m a
den&arid rn, rde b Part) il pur nant tu the prr . iliotia ol'tl&e i ollarerull Ar&nex or!
nr after rtte u urrertcu of inch In&&antral I ven& of I) iat&h, (tl flic r:iitaieml
Ihrc&hold ti r Parrv \ &hall aut matinal&II mcreaa Irrui rcm i. Iti Ttuc'i&old
t&sour&t. ,n I fr&i inert A shall lie rcl&aced I irc «bunion m p&it I'mtim an(

Ail&&raim. p&riuant r luch ieniat&d

(al tihc amount tihe "Tiired&old rrnnunt"i &ct fnnh hei ri under tt he&time
"Iniri A r olin& rett ltirelhnldl' ppoeite &lie I;r'&lit ka trit fcr Ipartl xi)I'ani
\'; ( i&vomer) nti lie re&eve&11 delta ot leiunnirlatiotl. ~ Ihl cern &I *~ the
relennit date o(de(emu&&attn&& il'&eel Aitio ( u. rartroril d u. noi hav; ( radii

ftatmp frnn»he imnte aaenei ll. c'rli d I Itin or art I vcnr of lx (silt nr a
P, &I tit&, I I mli I (& t'a ill m illi rv , e 't i II'a n, x I, ' i or r, l a'i I

oniiriitin(; pr &idol. Ii titter. iti lli tier& tli, I, unJ n il&r JJ&c iti. r, I'&nv '

,.ure ihe I'orenual pvi. r&t. I I) &noir &»& r Iri r tn tt« I e tha Inim' A t

nilotic I t'
I »I Parti naan e Aieurvnce i'n P iti II pun&mt In n tern&&id nl& I

I" Pmo I't fur»&am i tla pr«&i i»nt I'&h i'. Its&crit Arn x on - &tier rite

ecumn, nf u h I' rent al (i n& of (&el'stir 'i) th. i uliueril ilue ti IJ .'":
faut( .x;fi: lieut n&ri«ill) irictr; i (romani to ihe llireeli&iid. im &i&i xnd
li'anp x;fr ff tu rt rir ed I ir. I titati n i p»t I'ritimianm .i. &uranus

pi&tenn&in »I h deri, in I



V;&rt& A

fn& bo ")

Below

ll&e le&ser ol' (a) the amnnnt (rb "I hreshuld Arne mt") scl I'orrh I«low und r

tbe head&r&g "Pmty A Collater. d 1'breshold" uppovit 0&e Credit Rating Ior Parry

A v Guava&tor oa d&e rckwant date of determine&ron. aad il Parry A' s
( trarantur' Crr:d&t Rat&ngs shall nui he equ&valent. tl« lower Credit Raong sh«B

ovum and &f Par& A's ( uuran&ur «hall t». ve only nr&e (.rcdit Ruing, tuel&

f.'redit Rat&ne, shall govern, nr (b) zero il'on d&c relevant dure of dmermi&ration av
(nmrantor dues nol have a ( red&t ltatmg tram either of tbc rating ar cnc)(i ~)
v)mc&tied below nr un Ev r&t ol' D I'suit or & I'otcrural Ever&t ol' D lcuit w&U&

r spec& ro I'anv A hss oc.urred arul is contmmnpt RB&v&dcd~hwcvcr, in &h.

evm&t tha«and on &hc da« lha&. I'eny A cure& rhe I'ntenlial Event of Default r&n

or prtor ro the date lint I'zrry A it requir rt &o post Perl'onnance A&var*&rn to
I'any B pursuant to s dement( made hy Puny B pun, u, uu to tlw prov&vinns of thc
(.'ogatcrnl Annex m& or «R r the occurr n a(such I'otential I-'vem uf Defu&h,

(ii the Cullamral I t&mshohl tor I'en) A shall su&orna&i&oily a&crease I'rmn zeru &u

d&c I'hreshold Amount an I (n) I'any A shall be tvlteved of it& nblignrion to post
Performance Assam(&ce pt&rsuant lo such de&rrnnd.

I'mtv A

('oil.&&eral Ihre l&old

$3&) 000.000
$35.(H)0.0t)0
$35,000.000
$35.1)00.000
$30,000,00(l
3/0 000,0& It)

$30,1K)03100
$16,000,()00
$13.000,000
$5.&)00.0()0
$()(r ro)

AAA

AA
AA

A /&

/&

A

A-

f)BI&+
)It)it
I3I3l!
ltchn I)lit&

Aaa
Aa I

Aai
Ar&3

Al
Ag
A3

Baal
Bsao
Baa3
B low Bus

Thc a&neat&t ot the (i&orant) Ag«cn&ent dated Irom, av amended
fi'om time to rime hul m no even& shag Pan& A's Cr&lie&eral 1 hreshold he gr ster
than 5

Dtl c ~ & aiusc1&ed &hr vt&&rid tern&s

0 f oil. t rzl Threshold.

*
Collateral Threshold for Party B shall bc zero upon the occurrence and during
rhe continuance of an Eveni of Default or a Potential Fvent of Default with

than Party 8 cures lhe Potenlial Event of Default on or prior lo the dale thar

Party B is required lo posl Performance Assurance to Pany A pursuant lo a



0 mand made hy I'arly A pumusnl tn lhe pmvision «f rhe 1 utlaieral Annex on
or «hcr the occun ncc nl'such I'otrntisl I vmn «f Default, li) lhe Collateral
I'hreshokl for I'sny 0 shall mnoniaticallv mcrease ti'om zero tu die Threshitld
Amount and (ii) I'shy B -hall bc relieved of ils ohliganon to pnst Pcrlurmancc
Assurance pur»unm to such dcmsnil.

Q (n) Th mnount (ihe "Tltrcshold Amourt")»et I'orth belu» eoder thc hcadin
"'I'uny 0 I'ogster»l Thre hold" opposite thc Crcdn ltzrmg, for (Pmk B)(Parry
ft'i Gusrsntui) vi t'ire r ie enr rlare or'itotermmuuon, ur (b) zero ii'on lhc
r kvstit J I of J (ernniiation (Peny B)(tt itis siturj clue wtt itu c e Crcdi(
lt:irins fiom the citing afmtc) vpccilied I elow ur sn Event ot Default or a
I'orentiel Fvenr uf Default viith respecr to Psny 0 has occurred snd
roitiinuing pfovidcd iioivcvm. iii tin event that. and on lh«ditle lhsl Party 11

curve the. Potential E enl nt Default on or prior tu the date thai I'arl) I) is
rmtuired ru post Pcrlbmtmtrc Assur, inca to I'uny A pursuant tii e demand mud .
by Party A pursuant to tlir provisioas of thc Collateral Anne» on or ehcr lhe
omurrenc ut'such I'otenual Event ol'Dcfaulu (i) thi: Collat cal Ttirc»hold for
Purh 0 dial( autom, iucally mi. ren»c Irmn zero to thi: I br ahold Amimnt snd (ii)
I*tirty B»lmk bc r.lievtxl of it» obtigutttott to pmt Perliinnanc. As»urance
pursuanl to such demnnd.

I'arty 0
(.ullil . II'I c»loki

3
f
$

$ Belov,

(w itic '«)

er ol» (s) ttu amoest (tile "'I"hreshold Attioiml") xct lonh hclon under
tits ltcsdittg "I'sny B Collitteral Thrcsholry' opposite the Cr dil Kstinp for Party
0 on dt relcv mt »late ol d tcrmirniuon. nnd il' Pany O' ' I redir kannk»»h;dl nul

be cqmvnlenl. Ihc lower Cn:dtl ksung shall govern. and il I'mty B»hail have

only oae Crvdn lbtltng, such t. r "dit ksting»hall govern, or (b) zerti if iin lhc
relevant d, ile ot delcrminat«m Party 11 does nul have z I..rcdit kating fiom either
ul the muiig ugcsn y(ies)»pacified lhelnw iir vn Event of fkfoult or .i Poticnrial

Event of Delbull with rmpect to I'arty It has iwcuned snd i» r.nntinumel

I'otenlisl I vent ol'Det'sul«m or priur lo th dare that I'suy 0 is required to post
I'crfonnsni. e A»»ursnce tv I'any A put»uant lo a demand msi) by Pany A

pur»uanl to the pruvtsion» nf the I'olla»eral Annex on or aber lite occurrence of
»ach potennal Fv nt of Iyet'sulu (i) thc Collaterni Threslmld tbr Pany 0 shall
automatically incrmice liom zero io rbe Thr hold Amount and (ii) I'rtny B shall

relic» d of it ~ obliguliiin lo po»t Perliirmsnce As»umnce pur»ut tr to sircl

demand

I arly 0
Collateral Threshold

$30,000.000
$z&,000,000
$25.000.000
$'25, 000,000

AAA
AA+
AA
AA-

Aaa
Aal
As2
Aa3



520.000.000
',(20.00fl.t)00
22 0.000.000
s fr(.r¹),0()0
2 I Lt&00 $&0
gd, dlilg. d&10

0 0( mo)

A+
A

A-
BBB+

ltltp
ltelow ltltu

Al
A2

Baal
gaa"
Ba,&2

ll lo l3aa)

(3 I,'meum» s. of&: I *&way ri.rccecm ummf riorn . ,«»mesrfmf
f&&nit fir&&

' to ti&tic I fit It» io cv» ti strait I'mty Ips Cotlmeral 11&rmfrofd IL» grc.t(er
thtm 0

(2 ritrt«e —ie arr, «h d ihrcit&old t rmi

hlc ('olla&eral nnd V ilu»lion I erccnts c.

11&c tiillr»im it»&i& will qu, I fi,ii 'I
I fublc ('olla r &I" tin the Pirl) &P &if)cil

(.'3) Cu&h

(B) Li'i&err i&f

Ct' 'JI&

~l'art A ~l'a& I Il

)X) I vt&a

100'!' unle i orth r (i) a l.oner ul ('r xin

Bmtsult &hall ir.ive oc vnnd»nd b» ii&aunurng

w&r)t mspccr u& erich I.ewer of Crmlit. or (ir)

luent) (20) or tew»r Birsir&mi Bats rinuiin

pnnr ro rhe expiiulinii of' rimh the&rior ot Crmlir
n whreh curn& rhe V,it»ation I erc nrsge sit, &0

bc rero (0)

(( ) Lhf&e&

Part A Inde ndcnl Amou I.

I',uty A &hill hnic a lixed Independent Amomn ol Nt (rrro) (I' the F&x d
Indepcndcnt Amuuat opuon &x ielecteil tor I'arry A. ihcn I'arry A (which shall I«
o I'ledginf, Party wtth ruipcct to tfie Fixed IA Performmtce Assur»no ) will be

r quired tu Trsnslbr or causo n& be liana(orred lu Ibuty I! ( hich &hall bc a

0 cumd I'any wnh respect to die I'ix d IA I'ertormanc» A&sumac»)
I' rfomience Aiurrar&co with n Collureial Value equ. il to thc arnunnt of uch

lndepemtcnt Ami unr (dic "Fixed IA I'erfurrn:mcc Amuranr:c") Th» Ftxcxf IA
I' rfonnance Asiumncc shall not br: rcxlucmf for so Ivag as there are, iay
nuts&an&ling ublifaiions bcrween Ihc I'trims as a ieiuh ot' &he Rgremnent, and
ihatl noi be takrn nau account when calculraing Pany AN Cotlincml

gnquir ment pur uant lo the (' )lateral Anaex f.»rept ai expressly set fnnh

,iho e. ihe Fix d IA I' rfonnancc Assurance halt be field snd mnniutinixl m
w. cord»ace wiih and olherwis' 0» suhl «1 lo. I'er, igraphs 2. 5(b). 5(i ), 6. 7 anti

O ut the ('oil»tet'sl Annex

Pxny A shall have v Full I leering In&i pend nt Amoant ot g
II' tbe Full Floanng Indepenilunt Amount option is selected li&r I arry A. it&en for

pu&)n&ses of cain letmg Pany A's Cull»&eral k quirement pursuant lo I'aragntph
I nf Ihe (ullntenil Anne« cuch Full I loauny, Indepenilenl Amount fnr Pan) A

ti ill bc »tided by Ihny 13 to iti Expnsiue Amntml Ihr purpo ei ot'0 irrmmiup
Nct I xpnsure pnnuant to Parnhnaph. (a) ol'th ( ollai rel Annex.



Piny A &hull lmvr u Penial I loa&ir&g independcn& Amuunt

ufo'

II' the Pai tug I'lusting Indepemlen& Amoun& uplion i, velecteil Ior Party A. dicn
I'any A will b' r vptimd lo Tmnvl r or cause Io bc Trm&, fi:rred tu Psny Ik

I'e&formance Assurmcc with s Cilia&eral Valse cq&ral to thc an&oun& of such
Indcpm& Im&t Amuuat (rhc "Parti~i I'loanng IA Pert'ormsncc A&euro&me") il lt

any time Pany A u&her. vise has s Collrneral Rmluirernenr lno»aking inro

cr&n»derauon the Partial Floating I xlcpm&den& Amount) pur uant to Paragraph 3
ul thc r nllm ral Annex. 11 pui& I piuating iA perfbn&mricc As&urince shill
uot be redu&mvi m lung as P irty A I& n u Colts&cml Rvquiren&en& (not msing in&o

co&t»dern&&on the I',utial I lusting Irxicpenikut Amount} Thc Partial Fluatmf
Inilependcnt Amount shall nu& h' mkcn mtu a iuuri& when &alculatinp u Pans v

I'ollateml R.quirements pursuant to the Colluleral Annex. Rrcep& a& cxprev. ,ly

set fonh above. &he Psnlsl Flou&inv, Ind pendem Anu&unt &hall b held and
main&ained m accord&me&: wi&h. :md o&hcrw&sc b subject to. the ('olla&or;&I

A nnm,

Ih&rt 8 I ~ rlc endent Amount.

I'arty 8 &imp have a Fixed Indepenilm&t Amuui&i ol gd (rerot. It thc I ivcrl

h&dependent An&oun& Option is selm&ed thr I'&ny 8. Ihen Pmxy 8 (wh ch shalt

bc s Pledg&ng Pany wi&h respec& to tlu: Fixe&i IA Perlhrrnaccc Av&uranic) w&8 be
required tu Tran&icr nr cau&e lo bc fmn&lhrred tu I'arr) A (which vliull be e
8 cured Puny with &vip&u& to the I ixcd IA I'vrthrnmnce A»urancc)
I'erformance A»urunce wnli a Cops&i:ral Value equal to dm amoua& of such
Indepm&dent An&nunt (&h "&ixcd IA I"rti&rmance Assurance"). Thi: I ixed bv

Pmform, mr A&nuance &lull not hc reduced I'or &o lung, ai tticr sre, iriv

oumuunding obhimnons hc&ween &hc I'artiev as a result of &h Agrecm nh ml
vlvall no& bc mien mto accoun& when i.alcula&ing 1*any 8'v ('illa&er&l

Requir m nt purvu. &nt &o &he t:olla&eral Arin v. Except a& sprawly se& li&r&h

above, &h Fixed IA Perliumanc A&surance shall he held rind main&awed i&i

accordance wnh, and otherwise b vub}cci &o parafruphs 2, &(b), s(r. ), 8 7 mid

q uf the I ollateral Annex

Ih&r&y 8 slxsll lwve a I ull I loanna Indep nden& An&ounr ut f
It thc Full I losunf, h&ilependent Amoun& Option i. &elected for Part) 8 &hen thi

purposes ol calmilnnng Pany 8'& Collurend Require&nen& pursusnr to Psrsgrr&ph
'I uf &he Cugatecul Annex, sch Full Floatin Indepmidont Arnounr lor Pany 13

shell be mkl d bv Pan) A to its Exposure Amoun& tin pu&pu» of de&crminini

Nct Expiwure pur&a, iru u& Pacagrspl& 3(a)oi &hc Colts&eral Armex.

P»rty 13 vh, ill ha c,i Psmal I loatm& Indepenilun& Amoum ol g
I& lhc I'unml Floataig lndcpcndcrn Amoun& uplron & ~ &clem d for i'any 8, tl&cn

Psiw 8 will he r quired &c Trna&ter or m&u&c &o bc Tran&leered to I'any A

I'ci tbnnancc Ae ur. ince ith a Ci ll,&t ral V,&luc equiil to Ihe amount ol' such

lmlepmul nr Anmunt (the "I'anml I loalmx IA I"rhirmanec Amuruncrw) ii ar

,&ny»mc I'ar&y 8 o&herwive ha. n Colb&cial Rcili&irernenr (no» ak&ng iat
cotisiderarion ihe Psrrial I'lusting Independern Amounr) pur u, inr ro I'umgrsph I

o& the t:ogsteml Annex. I bc Purdsl Floe&ing IA I'crtonmiacc Av&urancc shall
nui tw reduced for &o long us Pany 8 ha& s I'ollmersl Requiremen& (no«sl ing
into consideration the Partial Floating Independent Amount). The Partial

Floe&ing Independent Amount shall no& be taken inrc account when calculating a
Pany's Collateral Requirements pursuant &o ihe Cope&eral Annex. Except as
expressly set tonh above. Ihe Partial Floating Independent Amount shall be held

and mamtained in accordance with, and otherwise be sub}ec»o. &he Collateral
Ai&ries.



Islmm&um I rnn&fer Am«unt.

P« I A &VI&r& mu&n Tw&n fc& Amount. '1 210 tl00

Put 0 M&mmam Irnnsler Am& nl: S 2&tllXlu

f 210.00tl

h 2&0 00(l

Adm ~ sl «I r n nf C sh Cohere sl.

A. Prt A Fl bi& I to Hots C ~ I

I'nny A vlwll not he ann&led to hold I'erforman& c Amurmtce ~& the ti&nn of I:net&

Perlomtance Assurance tn the torm ol Cash shall 0' held in a Qualitied
Instirution in arm&rdsnce wig& d&c provis&or& of Paragraph 0(s)01)(B) of 0&c

Collsicral Annex Psny A shall pay to puny lt maccordan e with&bc tern&&of
rite Cogsreral Annex the smuuni oi interevr &I mceives from &he Quslihed
In&It&un«n on sny perform; nce A surm&cc in thc inn&& of Cash potted by party
&t

Party &L shall be &nutlcd &o hold I'srlormanee Assurance ~I the lorn& o& Cast&

provided the& tile tollmvtng ctntdilto&ts src san&tied. (I) il is nol subiecl lo un

Evunl ot Dclhul& or Poteunai E stt ot Default, (2). Pm&) O'. Gusraurur ltss *
Crcdu Rauau lio&n SAP and/or ivlood& R and the lawcst Crcdn Ralinp, for Party
A's t camo&or &s (u) BBI&- or ho her by bRP and Bmt'1 or higher by Moody'v if
Party Aw &'uarwnor i& rated by both RX;I' snd Moody' ~ or (h) BBB- or higlur
bv SRP or Baa3 by Mo xly's if Party A't ()usmunlor & ~ ra&mt by either ER&' nr
Mood&'I but nol bulh, and ( ) (,&vh slmll be held onlv m anv ju«sdicuun within

Ihc Unn 0 stare& To lhe exl n& I'mty &h &s cnnlled la hnld I:ssh. Ihe Inl r tt
lisle payable to I'arty B un I'nsh sh, &ll b ss tel &I 0 bean

I nrlv & In(c &' ~I R*lc.

IB federal Fund& EITecltve Rsl» - Ih mle for tlat day opp &site

thc calnion "F'ederal I.undt (Effecrive)" m set ti&nh ta thc
weekly stau&ncsl release r&estgnaled as It. ldislo), or suy
mcceusor pubbcstion. pnb)ish«d bv the Board oi Govcrnom ol
the Fedcml It verve Xytle&n

D Othe

I s& I& 0 FI tnht& lo linld 1 ash.

Ih&rt) 0 th tg no& b cut&&I 0 to hold Pc&torment Assurance m &he form ot'C«h
Perfonnance Assurance in the form of Cash shall be held in a Qualified
Institution in accordance with the prov&sions of Paragraph 6(ah(i)(B) of the
Collateral Annex. Pany B shall pay to Party A in accordance with the terms of
&he Collateral Annex the amount of interest it receives &rom the Qualitied
Insrim&ion on any Performance Assurance in the form of Cash posied by Party
A.



I'any B shak be en&tried lo &told I'rti&r&nsnce A& ucsnce m the 0&mt ol' Cash
pmvided tlat Ihe fogo&wng cond&&&un«tre ss&tstimh (I) it is nnt st&blent lo an

E cnt ol'Delhulr or Pntennal Fvcnt ol'Dc&cult, (3). I'any B's (iuarantor hss a
Crcdn Ratn&g liom y hp and)or Moo&i&'I ntd thc Inwm& Cr dh Rating ior party
B's Ciuarmnor»' ia) BBB- or higher hy SE;P snd Baa" ur higher by Moody's it'

Pany B'» ()uarsntor n rc& d hy bmh SRI' and Moody'v r (b) BBB- or binher

l&y SRP &» Beni by Mu&«ly'I if Porty B' Guarantor iv rated by eitb r SAP or
Moody's but not both and (3) Cmh shall be hei&I only in any jurisdi&tiun withm

thc Dn(ted Mates. Ie &tie ex&err& ParD B is entitled I h RI C*sit, tt e I tl«&c&l

Rnte pa).&ble lo Pan) A on C ash shall bc av se lasted bclo

IB Fed ral I unds Eflbm&vc Rale Ih ~ n&ic lur that dcy oppos&te
the capt&un "Fedcc&l I undv (LI'll:&.0&e)" as v t lor&h in thc
&ceklv &In&is&&eel rcloavc desigr&alml «, H. I5(510i. ur an)

cuccctm r pub(icmnm, published by &h Board of Do crnom ol'

Ihe I' d ral Reserve System

(3 Odtm

Vll ixollftc st&on I &m«.

Ci 0th

Vill (Icncrnl

Amcndmcntv to Dctimuonv:

"Nutdi(at&on 1 m&
'

shall b am nded b& m mung "a.m '
alter "11.00' m 0& hrst I t th rcul

"l)0«&dcd~lmn "
&hah tnt, unended lo rcPBce "6(a)(&1 ilh "6(nl(ii)"

"bw&&crofCrc~dtt cf ult' vttsg tt & n dcdbydct I t or' n rue lb rd I nc an&I r pl. u I n rh

"and

«' &M&

re arty" vlrag 0' am ndml ro r pie& "3(b)"with "3(ayx

Ante omen& lo I'art& n& 0& 5.

I'at'agraph 5( &) is amend 0 0) mse&t&ng v& long as thc am unt ol lhc & 0& ted reducl&on & cuual
to or greater tlma the Minin&um Transfer A&nount" ager "ihe Pledgiag I'eny for ihc b n lit *I' thc
Sect&red Pany" in &he dtir&l line iherenp« . nd (ii) by ddering "before &he Notilica&ion i'irne on a
Business D,ty" in line eifhlemt &hereof &tnd rap(seine it &vilh "before 0 c No&ilicati&nt I imc on a
I oral Bosn& v

' Dt)

Amcnda&cnt t&l I n« fn 0 6.

I'aragraph 6(a)(n)iA) &s amended by tnsemng "(other than subparagraph (B) below)" after 'the

provisions of this Paragraph 6(a)(i&)" in the first hne ihereof.

Paragraph 6(el(ii)(B) is amended by deleting the words "to perl'ecl Ihe security interest ol d&e Non-
Downgraded Pany" in the 10n and 1

ln lines and replacing them with the words 'xo perfect the
security interesi ol' the Downgraded Party"



Pc&i&graph F&(a)(iiii ii ain«n I 8 by i!el lmg that iub ciion m it. 'n&ncty, u& I min&ms tii'
fogiuvma in iti place:

" 's~
sddnional Pert'orrntnc Assurance an& mi res& ot o&i&cr &mount& paid or d mcd &o hav.
been paid wirh resp ct In Cnslg'

Pmxgmph 5 &v siuecdcd by:.&venin lhc fntlowingmw i epws i h 5(ii) st tiic ind &hercoF

"(d) IA'gg&~1 Any pnn. ipal. du&&i ndi. recetpts. gams sail&or in&cia&&, iccruing

npon or paid tc or nccived by tbe Smured I'arty and/oi ils Cuvlodrao in re pe.t nF non

Cash I'erfo&mancw Assumncc heid by die 8'cured I'srry and)or its Cuiiodion For

sal'ikeeping. shell be im(d or ieu&inedas silditional I'erio rnnnce 6 ursnce sui&jeer to rhii
Collateral Annex ural ihaii be subjeci tu rhe security iriterest in. generni tirst limt on and

righr. oi'set-o&T against, such I'erformsncc Assuranci: «ranted pu&xu mt hereto i» fs nr ol'

the gccured Parry.
"

A&ac ul en&&le I'sr& rath 8:

Ihn. igraph 8(b) t ~ amended by replacing the tcmi 'boca&cd Party" wali 'I'lodging I'anv at thc

bc mningof the 2m line.

Pai;i iaph 8 i am ndcil b) mscmnb &lie tutlu «ig ncw ubpira iaph 8(c) st th nil ti«r oi

"(c) (ac&i quouiiion from a keliren Market-n&ak r wll bc liir cn anmuni, &I'anv,

that iould be psiil u& ihe Pa«y i questir&p thc quotation ( xpresi d, ii a negati c nun&ber)

or by tbe Party requesting th q otsnon (cxix essed si a pu itive number) in ccniidmation
oF an agree&nem het 'een such Ikiny (taking inlo arruont this 1:olla&eral Annex and the
eximmu, e oi' any (iunntnror wi&h respect to &lie obligation& ot'su h Ibuxyi, in&1 die quonng
Refererice Market-maker io miter into, i tmnsserion rha& iiimld have thc eA' m cf
preseriii&g for tlw I'any requeituig rhe quutatinn rhc econo n c equivalenr ol any payme&it

or delivery (abc&her die unde lying ublig, i&ion was nh ilute or ix»iingenr anl oxsuniing

ihc sans(;is&ion of each applicable condiiion precedent& by rhe I'arties in rcwpcct oi'su h

fransaition or group uf Trariiamiunv. I he costs of retaining Reference Mnrl ewmai ers
for ti&i: purposes ul tiuv Pa sgraph 8 shall tio burne equally by thc qmurcd I'tny anil ihe

PledgirR Puny lhe dcteuniiraliuri minie by such Rclcrence riarkc&-makec. , diall be
biriihncand conclu ive on the I'srues abaca& nmnifcst enur"

W tb respect to Ihc Cugatcrsl Tlirciiiol&L Indepimlen& Amount, tylrnrnnim ) ran&far Amount
a 0 Ru ~ &in A cue&, if no le t on i nmrlc ~ Ih ~ ( n sr shccl wilt& respect to. I'arty,
th n ia» sppl is bk s on I scb cai fur su b pa ti I. II br cero (0). In a&lit &io, w &I

ispcct lo thc "Adrn st situ ol' (.~ I coll. &em&" acr& oa uf tb I'smx *pa 10, I o
selection is made with rmpect to a Party, tiien such Party &hall not be entitled to hold
Perfurmsnce Asssrsnce in the I'orm of Caih and such Cash, if any, shall be held in a

()uahf&cd institution pursuant to Paragraph 6(a)(ii)(0) of Ihe Collateral Annex. If a Party
is eligible to hold Cash pursuant to a selcclion in this Paragraph 10 hut no Interest Rate ii
selected, Ibcn the Interest Rale for such Party shall be the Federal funds Effecbve Rate ss
defined in Section V I of this Paragraph lb.
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PEC-EDF PSA



I' cert&(toil (- i)11&

ihl SRTFR POyy FR PL&RCHAbl AiVI) BALh X(, RI'F'ihlI. VT
C(y&VFIR&M ATJOIV LL'I f'L'R

I lac ic a cnnnm&. &IJ&n &'lbc '('unlirm i&i n"
& ihi& .I hl irch IR 2&'I '. I tiii n priitri Enc&gi

I andin is, In i "PFC"t u& J Lh)F T&,iJm hi&»h Amer& ... LI C i 'Buici "& iinJiiiiludli
"I'mtl and cnlliitiieli lhie "Pa»&ii" &. Tbc Pa&u .&grci aac Inlloui

COiyh&IER('IAL FFR&hic&

('enerah PE(' ii&ll icll, m I Jel&ver. ;m I Buicr vitt purclmcc .ind r imic.
ihe (!uant&ti ot ua&, &city anJ I-ni& i ","ri h ur Junng tl i
Deli«ii Pe&iu I

Product: ( &f1&c» i':u&d Fu&ii (I IJI I &icrgi. .l delincJ &I& g hialulc P iit 0&c

I-l-. l &his. ter A r ment Pl-. t: &i ill nnt usc tlic (kip&au&ti snlil

hcr unJcr i i m- i &tc pl.innin nr npcr&tiiinii resene(
&equ&remen(a I hi I=n r i iv&II hc Jeliiv&ed On&it Pht.",
cc'&i &mill ' rc)ili&lv

Quantity: 100 http On-I'eak (blond;&y tc l=r«hiy 0 0(1 ' 00 EYlq.

1(i0 htty Oft P ak &ihlnrtd&i ic buridai 2100 0 tld EPT;mt
g&tur Jai anil gun In 0 003 '10(l El'T

I'erm: Bl ins th tirst dai att r th Jato f th I sin uf ih hl rger.
but not earl&er than June I, 2012 and not later than

August I, 2012 aud ends August 31, 201J Tuition live Buciness
Days after all regulatorv approials required for the closing of
the 'vlerger have been obtamed, PEC vvtll uive dodec to Buyer
of the closing date of the Merger. The "iMerger' means the
mer er benveen Progress Energv, Inc and Duke Energy
Corporation ivluch has beer eonditionalily approved by the
Federal Energy Regulatory Commission ("'FERC"') in FERC
docket ECI 1-60

1)clivcrv Period: I h penod bcginnmg at 0000 EPT on the first day al'ter th' date
ot tire i. losing of the Mer 'et, but not carl&er than Jun I, 2&&I".
and ni&t later than August I, 2012 and cnd&nc at gdilo I, P'I on
i uiguct 31, 201r&

Pay ment: Buvcr shall pay to PE( the iMutithly Capacity I'nce for the
en, ite Diliicr, I'i. rtnd and clmtt p, iy t i PEC tb: Ernergy Iin e

ti r all I n r i Jcliiiri I he&eun I r



L.vccution Gopl

131onthly C apaciti Pmcc:

7e I ui

liliil.' 1"A ilxi gl, xf&32

Orf peak

C ilia u& DFF O ak

Cnarge g&kn C&naciiy Charg

Inc n II I v/ka IiioI Ih

(I sugl (O. 33 r&1

lof)1' I.Atigt!It 31, 3023
Iiine I August 31, 2013

(1 7731

(1 1021

!0 ssgf
(0.155(

Fur the avi&ident. e uf doubt, amounts in parentheses shaillt be
puid by PEG to Buvei If lhc first day of the Ihrrn falfs r&n an,
du 'other than the liist duv of;I calendar month. thc hlrinthly

Oaprimty Payment for thur mr&nih sha(I hr piuruicd un a daily
bull'

Energy Price: On I'eak thc product of tfie On-Peak Heat Rate times tlm Gas
Index
Off-peak, the product of the Off-Peak Heat Rate times the Gas
index

Gas Index: Dmlv Index price for natural gas in 'v1MBru. as reported in the

Platts Publicanon Gas Dailv, under the heading Transco Zone 5

Heat Rates: On-Peak 10 0 MMI3tu/VIWh
Oft-Peak 7 0 MMBtngc(Wh

Dclix ccv I oint DPI F vv stem L uvb, u

I I"iiilstii\1111111: Ruvct sfmll oLtain tmn mi ion ctv ice .m.f .Im AncilfaD
bvII ice' Icginicd loi tlil&1 Iiilsslon ot Ihc' Eii I'I'I 11'olii Ilic

D Iivciv Potnt



Execution Cops

Ence»D Schcduhnfp Buxer ih&11 putilt!se. &nd chcdul the lull tautnt»x )t'Enet

ilut my »Ill( ihouta ol (f&e Defi&etx Pet iud i»it'less exposed undet thc
tenne nf (II!i rkP&ree(t&ent. Prior tn Ltqd&0 EP1 xif'tire dal pn» tn

ihi ilai' ol'deli!ery ol' tlhe E(terpv, Boyee!vilil requeit
uu&sr!!iss!»n ser'iu.. iafflii(t&t t(" (raus(nit the Pull (!uu»itf or
I ner ", tfitxien Ihe Deli!up Po&!rtt tci the»lt(me(e sit&ik (o thc
u at Cnl (ite uf&tt)&aa(e smf( B If&e ft'll'Iuf Ltt tet ior&nett&no;! ad faux u&

hei eeq'uexled and (seen rlenii J P J&kf Spot In (ot equi&cleat n«
ii sert atii»t (ee hnfq&n se&»ice'). Buyer slmil re&P!e ( n n-fiim
pi!&(&( t& pv!r&t!rupert trm. rn!i » t& icr! t u Bi no later lhan
&)»JL! I p I uf thc da, prwr t& thi l&p ot li'lt! c!i ul ihe Ener "i
I(uvcr !!Ilpri i!Ji !ntt n;t!!(tce I(he "!!c!JliN t& ~..'! to IIL('
stat!n th quxntii! »I Lnirev of'«lii h llu;cr v ill take 3 h! m

;u!J th transrn! sion path lro&n the i()eh!mr& Po!nr to th

»lit!7»&ti' i!»k tot' '«h! 'h Bu' et &'I tait&i I &'t a&&tv!t&f tv J t ' iL!un
lian&»&! &in si'ri! i

lf thi (!»3&3 4'u((cc states th&t Rut cr v iif not take dcliicr'i iil' thc

h!II ()ucntitx, then liul r ih&ll state tli re»i in If thi ! t'!!L!
Ix'on«u!t s tlmi Bu, er v, !Il n t mk dehxeD ot thi tu(I

()u:uu!(p of F'&i'! L!' t&»ca!& i' Bi!I&'! «as i&t& !L I& t! oL!!u!
it:mimi»i n sit&&«xu(tf ien! !, (ian mii the I ~ lf (3u, u)iiip
Iri m (he Dili!et, I'oint tn the ulnm, &!e»!u. thun L! n,
tlun if!i) EPT. Buler hall pr xi li, u&vihc! «riu n noiice iihi

lddo 4«' i». i" t t DE( itai&ni th;iihht!unal qu, int&!i I

I ner ! (»p tr& thc t i(I (luantit! vt I ni&(!i )
I'

& «hr h 13»&ir h i

hui&ncd transrn! i!,n ri! on thi i,n»i p.»li i&s th»

n)o»c and vf v, h&ch lii. , r v. i(I r&k d h cr) It' th (!»30
»lot&co and I i tl &xt t!, !t' amx. smt tlmt Lluivr v, &II »& t t. , ikc

dch!mp i t ihe tulf (duet&t(t& of Encr v thc!! 1!E( sf&all Le

xcuseJ Irom tr ohhuiatiutt h! drihver th qu&nt!ti & f Encr
For the, &vntdan e i&t duuL&t, Hoper'i tinlur t, uhmit mque ti

r ulli tent tr, u& m(sett&1! senice &(!rrn, »pot Ir! a!nd. or r» n-

tir!n) &r tu t!e n iiie tu DEC tn:&c &rdm c «ith th d aJI!n& i
t tnrrli m thrs pr ! ton «ill on ritur. ,m un&«iuseJ lailuri ti

r ii!« thutvr! e )lu;cr petto&ruat&c



Faecution Copy

OTHER PIZOVISIONS

I Cumlitiuns Precedent

(a) It is a c&mdition precedent to tlic Part&ca' obhgations hcreundcr that the closing of' the
Merger occurs by July 31, 2012

(b) It is a condition precedem io thc Varues' obhgations hereundci that tins C&mlirmation is

accepted by FFRC by July 31, 2012 us a PEC rate schedule under ihe I'ederal Pov, er Act without
rnodili&ation, suspension, invest&gabon or other cond»ion (mcluding setung this Conlimmtion, oi

part thereof, f'or hearing) unacceptable to PL'(.' PEC will give notice to thc Buyer withm two

Business Days after ibis condition has been satisfied

2 Transmission

Scllcr (FISC) agrccs tluu m thc cvcnt I'ERC in its consideration of thc joint Open Access
'lransnussion 'I'anff tiled m Docket No FRI 1-3307 in con)unction with the Merger (i) docs not

approve thc loint OA I I', (ii) approves the joint OATT but docs not npprovc thc dc-pancaked
transrmssion rate across the PEC and Duke Energy Carolinas. Inc. ("DL&C*') balancmg authority

areas, oi, (m) PLC and DEC otherwise during thc Tenn of this Confim&ation Lcttcr do not maintain

a de-pancaked transmission rate across thc PFC and DLC balancing authonty areas then PlsC will

rennburse Buyer Ibr the additional costs, if any, associated with a second sqiaratc rate mcurred by
Buyer for iransmittin the Energy purchased hcrcumlcr across both the PL'C and DLC balancmg
authonty areas.

EEI Master Ago cement

(a) The transaction described m this Conlinnauon consiitutes a Tn&nsacuon cnteicd into under
and sub)cct to thc EL'I Master Power Vurcluisc and Saic Agreement between the I'arttcs dated
March 19, 2012, as amended as follows (thc "EL'I Master Agreement")



Execution Cupy

(b) As applied to this Continnahon only, Section I 23 of thc EI'll Master Aprccmcnt is hereby
amended so that it reads m &ts entirety as follows "I'orce Maleurc" means an event or mrcurnstancc
winch prevents onc Party from pcrtbnmng &ts obligations under one or morc 'I ransactions, which
event or circurnstancc was not anticipated as of thc date thc 'I'ransaction was agreed to, which is not
within &he reasonable control ot; or thc result of thc ncgligcncc ot, the Claiming Party, and which,

by the exermse of due diligence, thc Claiming Parly is unablc to overcome or avoid or cause to bc
avoided I&orce Majeure shall not lic based on (i) Ihe loss of Buyer's markets; (ii) Buyer's mability
econon&ically to use or' resell the Product purx:based hereunder; (iii) Ihe loss or I'ailurc of Seller's
smpp(y; or (iv) Seller's ability to scil the Product at a price greater tlmn the Contract Pnce.
h)otwiihstanding the forcgomg, it shall be a Foice Majeure, the perl'ormance ol Buyer shall be
excused, and no damages shall be payable, includmg any amounts determined pursuant to Article
Four, if ihe transmission is unavailable or mterruptcd or curtailed for any reason. ai anytime,
anywhere I'tom the Delivery Porn& to the Buyei's proposed ultimate sink, &egardlcss of whethn
transmission, il'any, that Buyer is attempting to sec&tie and&or has purchased tor thc I'rodnct &s firm

oi non-finn II' the transnnss&on (whether finn or non-firn&) that Buyer is attempting to sccurc is

unavailable, this contmgency excuses pcrformancc by thc Buyer for the dutation of the

unavailability. If the transmission (whcthcr finn or min firm) tint Buyer has secured (tom the

Dchvcry Point to thc s&rik &s intcrruptcd or curtailed Ibr any ieason, Ibis contmgency excuses
pcrformancc by tbc Iiuyer for thc duration ot thc interruption or curtailment Thc applicability ol'

I orcc Malcure to the 'I'ransacuon is governed by the tern&a of thc Producl nnd (zola&cd Definitions
contained m Schcdulc P.

(c) As applred to this Coniinnahon only, Section 1.53 of thc EEI lvlastcr Agreement is hereby

mnended so that it reads in &ts entirety as follows: *"Sales Pnce' equals zero under all

circumstances. '
3 h ntirc Agreement

This I'onlirmation (along with the EEI Master Agrecmcnt) constitutes thc entire and integrated

agreemcnt between the I'arties relating to ihe rates, terms, and conditions .sct out &n this
I'onlinnat&on. Tins Conlinnation supersedes all prmr agrccments whether oral or wnttcn related to
the sublect matter of this Contirmauon.

Thc Parties have cxccutcd this Coniirmation through thctr duly m&thonvcd rcprescntativcs on thc
dates set forth below.

Name: ~~rind)et&it(aug
II~ Pre e I 0 en t - Fu0Ie 0n0 P0w 0I

' 0pt I rn Izat I0n
I &tlc

Senior Vice President



MAS'lnEIT POWLR PURCHASE AND SALE AGREEMENT

COVER SHEET

This Gfnr(r( Vow r purchase and Sale Agreemivd CA)us(er fgrssmi iC) Is ntsdc as of ihc followiaf, da(e: March
19, 2012 ("Elyecttve Dale'*). Thc Mnirer Agric»rrni, (ogc(her with Ihc exhibits, schwlu)es and any written
supplements hereto, rhc Pnrty A Tanif, il'any, thc 1'arty B Tsnff, if any, any desigaaled collateral, credit suppon or
margin sW(comet(( oi un(i)sr, orangemen( berweca tbe Pmties mtd «II Traasac(iona Bnc)udfng any continnations
x.cep'.ed in sccutdnrnc with Scvdior 2 3 )iwctu) dmil be referred io as (he "Agieemen(V 1(ie Psnies (o this Mosrrr
Agresnii. n( are the In))owing:

Name El)F Trndmg Iuorth Aoicmca, LLC ("Psny
A" )

All Notices

Su eet 1700 West Sam I)oui(on Parkway, Suite 250

City: fiOui(Ou. TX ZiP. 77041

Ann. Con(rect Adminismmon

I'hone 28(-78)-0333
I'acsimilc. 281-653-1454
Du(in 130385763
Icdcral Tax ID Number: 98-0596593

Name Carohns Po ter 8 Ligli( Coailrany d/6/a
Progress Encrgv Cs ohass, Inc. ("Counicrpmry" or
"Pany B")

A(I Nouces I' 0 Box 1551

S(rest 410 Sou(It Wilmmgton Strcct

Cnyt Rslmgh, NC Zip 27GUI

Arin: Bene(s) Counsel
Phone. 919-346-7501
Facsnnilc: 919-546 3805
Duns 00 699-7217
Federal I ax ID Number 56 01 G5465

Invoieesi
Al(n Power Accottn(ing
Phon(a 281-653-IG83
Fucsim(le. 281-65)-1033

invoices:
Ami I uelx V. Power Op(miirn(ion
I'hoa 919-'i 16 7518
Facsimile 919 546 3258

Coi(firma(ious:
Aan Contirmstion D.panmem
Phone: 281-653-IG83
Facsimile' 281-fi53-1033

C0 11fl r Ii( 11( I011s 1

A(tn ( on(irma(ioni
Phone 919-546 G168
Facviinik. 919 546 3258

Scheduling:
Attn' . I'oivcr Scheduling
I'hone; 281-781-033:!
Fa(simile: 281-781 0360

Scheduhnr.
Attn llourly Des)
Piton 919-546 G639
I. scsimil 919 516 3374

f'oymeats:
At(n: Power Accounting
Phone. 281-653-1683
Facsimile. 281-653-10i3

I'aynicn(s:
Au(i I nc(1 A Po '(T Opl(III(canon
Piton 919 54G 7518
I,icxmnlc 919 546 1258

Wire Transfer:
BNRE Wells Fargo Bank, i'4 A

ABA: 121000248
ACCT: 41219479()4

Wire Transfer:
BNE Wactiovui Bank, N A

ABA 0 3000219
A('('I 20G26GUU0002t)

C (xuht and Colleetionsi
Alto Crmiit Mat(ager
Phone: 2b I 78).u333
Facsimile: 281.781.0360

Credit nnd Co(Ice(uim:
Attn lbik Msmgcmi. nt
)'hone' 919-546-5(61
Facsimile 919-546-7826

Vc ion 2. 1 (mediaed 4(25/00)
GGGF Yu(GHT 2000 by ibc Edison Elcctnc Inmtuie and Nsuons( En m Mnk 1 rs Assent( n



With addnlonal Nrrnces of mt Event of Default or
Porential Fvent of Default to
EDF Trading North Arncnca LLC
4700 W. Sam ldouslon Pkwy, Suuc 250
Houston, TX 77041
Arln: General Counsel
Fan 281-653-1454

Wrth addrtrunal No(rect ut an Irvcnt of DeButt or
I'ot nual I.vent ol Default to
I. Irrndu I'ower ('orpor at ron rlih/ r Proy ass Energy
I. lomb), Inc
Attn Vrcc I'restdcnt Fuels and Power Optnmratron
I'hone 9I9 546 6299
Facsimr I 9 I 9 546 4640

Thc Par ](BI rieby Dec(I ei 0m Gencml 1'erma and Conditions are incotponnedhcrcin, and to the following
provisions as provided for in the General Tenne mid Condmomv"

I'atty 0 Tanff Tonll l&atcd Docket Number

Art cle Two

Trunsacunn I erma and Conditions [X] Optional provruon in Section 2 4 Ifnoi check d, mapphcable

Arllcle Four

Rcmcd«s for I arlurc
to Oclrvcr or Rcccrvc

]X] Acrclcrated Peym nt of Damages If not checked, rnapplicabtc

Article F vc

C cnts oi Default, Rcmcdtes

[X] Cross Default Ior Pany A

11 Pany A EOF Tradmg North

Arncnca, LLC
Cross Dctault Amount.

$50,000,000

[[ Otttcr Cntrty Cr'oss Dcftult Arrtottrrt

[X] (&ross l&etault for I'arty Ii

IXI Party B ('arulm, r Po crt.
l.tght Lutttparry rllb/a

Progress Enwgy Carolutas, Inc

Cross Default An)cunt

550,000,000

[I Ottr r Enttry Cross Dc(suit Amuunt

5 6 Closeout Setoff

[X] Option A (Applrcablc rf no other select ron rs made )

[] Op(ron 0

[] Opr ron C (Nu SctofG

Arucle 8

Credit and Collateral Requirements [a) Financial Information

[X] Option A

[] Option B Specif'y:



riptton t.

rb I;rudrt Assurances

Yoi 'ipph abl

iXi Appl«ntble

fc, Coltater I threshold

lIXJ N n Aplsticsbfe

If applicable co ipi I' Ihe folloi trm„'

I'arts ft Cnllatct'al Ttiroshofd lot appltcahla

fd) Dovm . ade Erect

Not Apph able

Ixl Applicable

ff'appl cable, compt te rhe t'olloum

fhj Other

Sp citb lirbcr i .t nmicrml, iJtcrs, tianpe t th

r„lnuonhm ss I' trti rnrrt th n th other pnrb ht thc n ln

lci Currant r la Pim D Act ap licablc

S
' Ihtn It I rcJti I' terri n

I.II I Ir1,111't, I 1111 t11,1t alt

rpptton r
Option D SIAAtfs:

Ibi opttctt c spe'ifs; fil financial Infornasil n reported in

Dptmn ft l r parts A'I I uararit r, f"1 copies ot tll corTi rare

auttiorizatt in.tndor» tilicrdouumerir. nirhrcspt t to thc
irtluri, Jolicen, and pcrfc nnmct: if this .Aprecrneat, fni. r ili sle ol,iulb ritt, tr J spat iroen:I. natures nt IndiiiJual
utins thrs Asrecntcnt, an I onfirmation and uch

Tr nm tion, md la i ldrtfonm Sales 4 V .Taa fdtrtifiirt ~-
Stut )trn diction ' ~ (rt ri mtlcr pptt cl ocr" itc ceniri at'

Arsurtnc

Appl ~ ut I

lb] unt Afpiic. ihlc



tm li . t lc

rfplt .tbl, , ; mplrrc ilr I' lists rn,

Pnrrt t 6 111 r 6 Ihr «h I I Nn: n«plnnnic

1 Dncn rcdc I

(1 n r Apl linn 1. I«

Appli ntili*

It tpi'6 ut'I, mpI

121 mrh r

«T'cit«I 'fftour is sr uttrisll vdvm c i.t tdcirt thc
micr vurtttitio s icffircrgiunr ibtnilr othcntsr 'I rs th n

rc.i erst Psrtrcir rrte As t gs'rnc

Arriri 10

L It it,l Ill r.r I rlv I' nirJ«ru «htv Apptr «bl It'tt t chc I, JI irmpph, fbi
'

Schedule nf

1] I'Mtp A ts s Ctovernntcnud Enritv or Public I'u er S&sinn«

U Pany tt is a iiovernmcntsf En'riS or Public Powe~ System

11,add Section, kd. If rro\ checked, inapplicable

1] Add Section S 6. Ifror checked, mspplicsble

Spcctft. if snv The Psrtrcs agree to&he followm revuions

This Master power purchase and safe Agreement shall solely goverrt the sale and purchase between
ca oil a po er Is Light company d/6/s Progress lenergy ca elnas, I c. a d EDF Trading North
America, LLC as detailed in the attached T e sects Confrrmatlorn dhted March 29, 20L2. The Parties
ag ee tttat no completto ot parties' obligations puesuattt to tttat T a sactio, this Master power
Pu hase and gale Agreement shall terminate

S cti n I I In I n«2 r pls« "rhsr dr rtfr or i r!ir."rl&" rirt rn dc. t nr rt r"

scrn n I I
—"I r Jn Pnfinp" I«sstcnd rl bv «hrngtnb the ord "L«suc" I 'irtucr' AdJiilun ilk, . 'J Ihc

iu 2 t n" ltsi ssllnnc«nr il]c tn I uf thc ection "In lite rvenl I «n imrntl I n i n, iin
.» i "ncJ I v Sd P arid hlmnk' Ia" pltt r imp h rhe Iut« ..t rsrine nv it wd flsfl u iiimf.

'

n, I.'; rinJ I. I .SJ II ~
I' ll um„ni t n«vt lcr. rit r«. 'Li ~ h I- uni value slculnuuri sltnlt Lc rn

using tv idi r nrniitl tire rstr II iotas I itm' rtpubfl*l J fr m tmu n Irtrit und«r 'hl Ilci ttli s l. Tt
'IL'nfl nrr r I lomnul tur forge L' v hf tier f'arri r oimitrr«iii lark« frr the rhett cft' vii e I rndltri lrimrb n1
rvtyor«J kuc 'ILBrfk" iihnrmt«irluelvconc priirL I Ih rctmrmmy «mt fihetr, nst«lint

"

Ih, r I 'Irrrsrr'r bl tnihc rir t true and rgtla c ttvttl th nord "t n rr n



5 enon I 50 —"Rccordmg" &s amended by rcplsmng tbc reicrcnce to "Sect&on 2A" with a rclcrcnce to "Scm&on 2 5"

Sec«on I 51 - "Replacement Puce" is ammided by delctmg &hc phrase "at Buyer
's option" from &hc Aflh hnc and

replace n w&th d&e phrase "absent s purchase"

Section I 51 —"Sales Pricrw is amended by deleting U&c phrase "at Scgcr's opuori" from tlic fiAh Inrw and rcplscc it

w tli the phr&sc "absent a ssl '*

Awiclc Onc I& fvishei *nimided by adding rhe following new Secs iorr I 62

"I 62 "Spcmlicd Iran&action" means any contiac& or Iransncuon. mcludiag an «greemea& with rmpecl
thereto (wlhmhcr or nol documcntcd wider or eA'ected pursuant to a i«aster agre«ment), rtow existing ur
hereaAer entered imo bctwcen onc Party and Ihc other Pauy ihat mcludcs, without limitation, * rale swap,
basis swap, forward rate transaclian, commedity swap, commodity optioo, «purchase or sale ot' &

conunodity, equity or equity index swap, cquhy or equiiy n&dex option, bond opuon, intcn:it rais op«un,
foreign exchange tcs&«action, cap transaction, Boor uanumtion, collar Iran&ac«on, mnrency swap
tranmctions, eros&-cunency r«te swap tr«mamion, currency oplion or any oihvv similar Iransamion

(including any option wlih respccs to any of tlmse transamions or any cotabination of these uansactions) or
any other &masse&ion rdentitied m a Specified I'ransact&on in this Agree&nant or the relevmu Confirmation
I'or purposes hemof, a "commodity" has Ihe &neaniug s«t fouh in U&c Con«nudity Exchange Act (7
U.S.C.5 I (a)(4))7

Arid thc loAown&g Sect&on I 63

"Crcd&t 1 yen& Upon Mer er" means a party (X) consolidatcs or amalcamr tea wnh or mer cs w th or in&o,

or nansfcrs «A or .ubstantially, &ll ot &tv esse& ~ to &mother crnity snd &hc cr dn vord&rncss ot th resulting,
surv&vin or&ran&grec ent&ty & ~ ms&m&agy tv &k r than ths& ol X &m&nedt&tely poor to such act&on

Sect&on 2 C Dcl &c &hc worilv "eith r orally or" from bnc 7

Sect&on 3 3 In I ne 7, ndd U&e pluasc **use commorciaAy reasoaablc eiforts Io" 6 fore tbc word "rcrncdy*' snd,
add«&onally, after the word "retnedy" insert "(provided that thc Claiming Pauy shall no& t&c rcquircd Io
suifer pre)udice or use comn&ercialiy unreasonable n&e«&mes to remedy a f'orcc Ma)sure cvcnty'

Section 5 I s hereby sm nded by

by dele&&ng the phrase '*tl&rec (3) Bm&ness L&ays'* snd &nscuing &n &ts place thc phmvc "t o (2)
Au&mews D«ys" in Ihc second hne ol Sechon 5.1(s),

(n) by deleting in Sect&on 5.1(h)(ii) &hc words "three (3) Busm ss Days" snd inserting in its place thc
woids "two (2) Busmess Days. "

(»&) in Secnon 5 l(gk Iunend to add tbe followu&g language to the end ol' thc semion "provided,
however, ,in Event ot l)efsult a)rail not occur uodcr this Secgon 5 l(g) if; as demon&tint d to Ihc
reasonable mtisfacuon of tbe other Party, (a) tbe event of dc(suit, depsnlk similar other condiuon,
or thc fmlure to pay under subsection (i) or (ii) above is tltc nuuh of a Ikilure to pay caused solely
by error or «mission of aa ado&inisualive or operstiorml r mure and t'unds wwe available to enable
tl&e Pany Io make the payment &vhcn due, «nd (b) thc payment is metic w&th&n three (3) Bus&ness

Days of such Pany's receipt of crit ten noucc ol' it ~ fa&lure to pay f5

by addmg ih follmvmg av s new. «bsecuon 5 I(&)

"(i) such Party defaults (howsoever defined) or fails to make any payment under a Specified
Transaction and, after grv&ng effect to any applicable grace period or notice requirement
therein, rhere occurs an early lennination, liquidation, or close-out of the Specified
Transaction; provldwf, however, Ihat such default or failure to pay continues for at least



three (3) Busuicss Days if there is no apphcablc grar. c pcnod or notice rcquiremcnt under
thc rale ant Specified Transaclmn, ",

(iv) by adding the followirig as 5 I B)
"such Party is. ublect toe Credit Fvcnt Upon Mergei, "

Section S 2, Declarauon of an Earl Term nanon Date and Calculation of Scttlcment Amounts is amend il by
rcvcrsi»g thc placemi:nt of "(i)'* and "to"

Sccnon SB — '
ttl cnt Am nts is amended by inscning Ihe phrase "plus. al tho option of the Nun-

Dct smiling Party, any cash or other form of sccunB Ihcn availnble Io or in Ihe pomeus ion ol' tlm Delhul ting
Pany pursuant Io Article Eight, " between Ihe phrase "Non-Defaulting Pany,

" and "plhm ony or all other
a rnomtts" m Ihe sixth line tlwreol.

Secuort SA: Add Ibe followthg as a new last scnicuce of the secuoa '*Notwrlbstandtng any provision to Ibe contrary
cuntained in this Abwcemmu, however, the Non Defaulting Pady shall not be required to pay the Detkulung
I'any any amounl under Uiis Arurlc 5 unless and uuril Ihc Non-Defaulting Patty receives conlirmalion
saiisfaclory lo il in its rcasowable discretion that all other obligations of any kind whatsoever of thc

Defaulting Puny to tuake any paytnents to the Nou-Defaulting i*mty under Ilus Agreemvvu ix olhmwise
which arc due attd payablc as of die Early Ternt inst ion Date Irave been Iuliy and fina gy per formed.

"

Section 8 l(b) is amended by

a) replacing thc "tlircc (I) Business Days" in tti' fifth and seventh Imcs wth "two (2) Business Days",
and

b) inserting the followm atthc end tlicreot

*'In addnion, if Party B fail~ tri provid P rlorrnance Assurance wnlnn two (2) llmmess Days of

rcccipt ol notice, Pany A may also ivitliluild or vuspcriil its payrncnt obligations unde& tins Agrcemcnt

and under any Tramaction unnl it receives the Pcrformancc Assurance Further, reasonable grounds to

bali v rhat Party B's credit vorrhmess or pcriormance unrler rhis Agrecrncrit has iiccome
unsan tactory" may mcludc, but ar not Intutcd to (a) knowledge that Party 11 is rlcfaultmg under

other mt it:nal contr, & ts or tran, ii:tions (including but not limit 8 to cmitracts o transact ons with ttiiril

pari cs), or (8) any rnaterml adv rv chang m Party B"

Semion 8 2(b) is miiended by

a) cpkscing the "Ihrce (3) Busmcss Days" in thc Bhh and scv nth hncs ith Nwo (2) Busmess Diys",
a icl

b) insenmg the foho ving at the cnd thereof'

"In additiun, if Party A fails to provide Performoncc Assuiance within two (2) Business Days of
receipt of notice, Pany Ii nmy also withhold or suspend its payment obligations under this Agreement
snd under any Transaction until i( receives the Per for rnancc Assur unco. Furrher, reasonable grounds to

believe that Puny A's creditwonluness or peiiormmcc under this Agreetuent lies become
unssusfactonr' niuy include, brit arc not limiled to. (a) kno sledge that puny A is dcfaulnnt, under

other material contrams or transactions (including but not luruted to contracts or transaction~ wit li I tnrd

panica), or (b) any tnateriai adverse change in Puny A "

Sccuons 8.1(rl)»nil 8 2(rl) are amcndcd m follows. Afl r tti comma m lin live of each of thea scmions, add dic
followmg "or shall fail to maintam such Performance Amurance or guaranty or other credit assurance for so long as
the Downgrade Event is continuing, '*



hect&et& 10 — ( re&entst&ons and &1'arrant s is tt reh amend 0 h, adorn th I'uku &ng ne & suhsc riot& at the
e&KI tlnveof

(xiii) I( n cn "Eltgtble Conrract participant" as defined in Semi&cn la(is) of fhe Comntodity Exchange
s ct, m a«mud»d l&y ths Corn(nudity Fr(tao&u Mcdmn(sat) on rtct of 0000 (&J&» "Commodiry Ex~ ge y&»F),
an "Pirgible Gomvntvcte(E«rity" as defmad m ac»don ilail tl) of the Gontmoduy Embange 0«, and each
tran&ac(ton:hat is not ax»outed or tradmi c» a '&(catling faciiitu", ss dcgned in Senion l(end() of the
Ccmrnodih, Exchange y&ct, as ~mend»d, ts subiem m Indiuidua( n»gotianon lb& the pmt es

100(vi&i) &s hm»by ' e t rimi by adding m the»no tnerenf: ", it tt funh»r usd»&stood tout intern&ation and
cxplauanons of thc tenne and cond«to&n of each suet& Tvmsacrmn hak nor be considered rr&vemment m
ttadntg cd»tee or s recnnttvendatmn to enter intr\ tint Transaction and the o&hcr nsns is t&ot Bc&trig as a

(idun& tty &for or an eel»is(r In &I in r &pert oF that Tlren act&ou,
"

5 m»n 1(to —~Id~em( r n amended ti arid Ihe phrase "unless suet& a Claim & ul rr stiiy rlctermr ed to be duc u
.such Psn, 's gross negligence, uilih&l mi cr&ndur, t or btd fsili&, in wh ch c tc it e utltea psn hall rot bt
rc ponsible lor as& iwlenvntfitt&non" at lhe srd of tt&e First stnterme ~ I se on 10 c

hcc;&on 105 — n~ssi &roar& ms hereby atikmdcd by de'le(it&( tit phmse "witch c n cr( msy br: w&U&held m thc
exermse o( ns &nile dtscrenort" in the se»cmd linc rmd replamng it with **: t.ctr tun'sr&t shell not bs
unrea (nably rvid&held" curl delctmg ti e rema'a&der of that ~ection

«n )0 r & a&urn)»JI in»&ti ~ '
tlirphnmte "topic( nl" ir th& se end(in i itr . n tt. Pl&room

"t .' ntin"' tmd

ihe pttru. t "tin record ".

10 ID:tdd tlm to(lb»vina as a ttev, Inl s(ritence 0 die end of the sam(os, '
I (w I'mt&c t&us(her «rl uuwlmigc anu

a(uo» I(mt. ri& sll ps)meta-' mid. or rube m(tdc I» "ne puny n& lh» ctlli r Farl und r tii&s »(mr»it&ear « tdi

re(perl I f&r wl cori&mitt uristltuli' "etilenlcrlt psyrnerls"' ar&d'cv 'omrnrt& ps)suer&4»it(tin ti c nrem&iil'1

frhe 0 uhntpt ( dt tti) sll tr &r&&I(r& r t'Perp ntin&te (ssurmcc i onr I'tny to the &I' r I'rn& urt lcr thh
.\ rr sr&unt '. n tuute "rrsrgtn pnvmcrtb" nitl&in ti&c]&icanthg &f tl&» 6 Ink( ii&tct t) t Je, I» t& i&hour lira&t Ito&t

»u h Party' r&r&hrt under 0( tint&t ( ".0 it. 0 0, . s«J ( 1 of dde & @vari&t »n ttrurr' a cotnr I nisi drghts

"to liqu&J(l,

Inn�

&nate, atu I rut&& or oft (I' Ihc Trm ur(iona wit hirt Iht I'(it tttllrtg I f lite 0 ittruptcy r)ude

»t&t& ngrcen&cnt con&nt ~ te& a "rnmtvr rustic suvcument" mJ cs(h Pn(1 I a "n&ssu» nit(lot
up» m&xi(parti&tfmn&.

"'
&itl&tn ttlm n&mtrtinguf thc It. nl rcpt&) Cr Je."

xcni n k 11 It I'tllm&lng I add J,nl uldtltunnl en&tin ( ut tits enJ tt he, t&ou It& I I, 0 Party n o Jnc&o::ut
t't or n& rc srs'&e c tt&trio&cia(terna "11Truism»&tort totll»I tht&tt tt&c rlune ol tht: rltcr Pany untrr rriirrrt ice

,i retd I »I& tt&'it&ha fry Ihe Ifulrlium)1 't mt irido&ur Pri». " ure fOr Ihe Pt&rPu&e ul' Sguret ntt ~; .&nJ r P rim

.«»h &nt rrn&u rt in ill» form ~ (a puhlisi»done»R& pnto it«les.

'di hct Unn" t:thirru Curt& nit'10 IER( xmndrJ Ik. i r hl ld L& rrit'ir r

.&h r rib .&grc ntrr .&I i(1 I'iitm& t 0& ~ pul s»J chan(, ttte stindird Ir. t- torch&ride
m, r&te, lmr .", (Is» ifi uttrn & nt or rendition (this ngtc r&tent tthrthct prtpowd h .& Imrt& rto Ih
':tent (0&t sn) «&&mr in tuh ec(trn (br heiotc &su&un(ur mtie ~ r tnett'cct&v t& m such Pun&I, J nnr& parr&

t PERD at rsnh sui (punt», elis!I tnt ly b»hc "puhix mr rest" rtppl'trstr n of ths 'Ju t .&nd reasonahic
'

vm&odarJ ofr &t& 1st It rth in I tnit (G»t f'rp Lin r o " sdol tlc tlmhrr«ca Corp. , 050(&'0, '»' lpen!
, ad I"d t&l t'n& r 0 nim(s» n & Sierra pm&lie pot&sr Co, y 0 (&h &IS (I'( r» andi&liriliedb& llorgtr&

pit I Grntp. Ine & I' ~ I&lie 10&l. ()t t 0 . I t Snohrmnh .' S I& u t Drih r the "llol &le.
C&»&vs*' du trine

tl» In ad'dittnn, .~ l ~ tsitt»tandms the f rcguuig absmtiort (&I, I th' I'utle I m nt pcmutrcd b,
.&Ppiicahle tis, »sett, Patty, for uvclf and irs su(c:s r. nid assigns. 0 tel& exprowly «nd me»cubh
vsi es srt) rmhts it can rmm l&or. , no«&r in&bc h&turc, l&ether &it&der (0 'Dt ntdrur 2(Rut 0&el«cd»in(

I' wer Act. nr ~thmt tee, tr& ucuh t obtaiu f&rrn Irl'pr. : b»u& mc»tm Jtre tls or indire II& {t(irouglr
«rnp!«int ir&acti»stir ~ nr other«it & nnd' sch hcr I »- etiam»ant. :r o n t st sr» (met t I r



onmvi, en orJer &rou& IER&' Dmnpmg sa "non il' thu As&eon&em spe&ilymg &hc rmc, &bar c.
lmsrlic. ti ~, or nbci tenn or r nJiii»&i u 'r ' J n& I & iti I'arias, Ii he&rg th cap&omit&tent &I &he panic&

fullest cstcni Pe'nuiur. d L aPPli, bla Isis, t&el&her Parts sjmll an&toe&ally sech «' obm(n fi. rn

FERC eu' mlief lhruigiing tli ~ ra(, hvu&, Inssl&imion, or other icmn or c&mdnior I &htt Aarcenmru
norwhhsnsn ding an& &abc&vine&a ctianvm is applioub!c Iai& or isa&i m cor Juim&s thai mas o u In ilia
& crn I& wrr io b rl .&em&inc« &liar appl&mhie Iaw pr &lcdci ih& pmt&cs Imn uat&'mh &heir n hu i, ct.
ci&ang Iron I LT'( t &hcummhct Intro, r sales c&t&tracts &n ~ ludmg t writ&« ini c icr&oars not Ic

dust�»

her this iuhm&tr n ti & ih&ll not «ppl, .'. pro&&dud than ca&i I ni wirii &h iuregoin, . ubmcei &iihi,
naut&sr Pmty shel&i ecch mih &u I& ci&ange& e cope vleiv vn«ier the "puhli unsr&s& sppiirrnioii .f ke "just
ard ntsonntie" sr id iu &limn«& unuoirmwmc n xr fordi in it fntogomgsr h &ilsi.

I&. trit& i& ~ „;th. n, & «r &i n Iu I
' Ind frnn .«itsr

ltih I ntr &Pn c'r&'Iru »ioni J t m&in Jim r t r re i tt'nc « irc &hr

penal f .Icl& dsy, s ' Dismp &ed Lpy
"L &hcri

~ Ph Arlliirasch I'loaliind I'rise, il ai»« fc, ii, l In &h I'an —ir tl» I &ant L'
r ti&nsr n &lull I rh

I'h «iu&g Pi'ice li I' Caell ton&UI «J Da;.
~ iflti p«nice ivs. oot &p& ilia t a Fahhu S i im&«rw t'rin«&h'n «ic &roti &ill cnJ v& r m, d fsitii

snd i«inf. conirnerc&alll rcasanabje ettort&, I spree cn a nut uiiuk I:1&mine I'rico mkinl

cn id&ration. witt nur limiimion guiumcc, prmoc«is or other r c nnnicnds&i ms or &on niinns i su J
angl»idb m&dcorsanmtjm&snrindus&r gioup. iir re puris n the btarh iDi n&prim 1& ant mrt

priius pubh l&ed I& rh» II'rira S tir &. i 'iltcrvrsu s Iui e suurcvn, &ih re I& r rr rhc licli er& IP inr & r

ron&fvm&ble IDe1&ver& P. ii u llmi ms* Per&nit thc lurricc to Jeri . tbe Flrnunh Price I m J on hntnnctl
d&tier&stint

~ If Ihe prk» sour c rrrrrupr, uccly i& ur-' a Fl trtn I'rrc m resp-t of a D& ruptcd Day (» "Vci'I &ed
I'I &tin Prru"

& 1ciire itr i&nnics s icc «n. s sulsrituie Fi vtir F'rict; r&r su, li J&D ti cn rhe V Intro
t I atirig Pn&e stisli Le dw slosting Pnce for act& D&srup&cd ILniv. Tfa Ln 1st d prirc ic issued bi die

I'rice S&urm ti& rmpec'I &fa D&erupted lvay attar the I'sr&ice agre. on s sub ti&u&c Float&ng prmc I r .'u h
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EXHIBIT D

EXECUTED CONTRACT WITH POTOMAC ECONOMICS
TO PERFORM COMPLIANCE MONITORING



March 23, 2012

Dr. David B. Patton, President
Potomac Economics, Ltd.
4029 Ridge Top Road
Fairfax, VA 22030

Re: DUKE ENERGY CAROLINAS, LLC
PROGRESS ENERGY CAROLINAS, INC.
MERGER MITIGATION PLAN
COMPLIANCE MONITORING RETENTION AGREEMENT

Dear Dr. Patton:

The purpose of this letter agreement (“Retention Agreement”) is to confirm the terms by which
Duke Energy Carolinas, LLC (“DEC”) and Progress Energy Carolinas, Inc. (“PEC”) retain
Potomac Economics, Ltd. (“Potomac”) for monitoring the compliance by DEC/PEC with certain
aspects, described below, of the “Revised Mitigation Proposal” which Duke Energy Corporation
(“Duke”) and Progress Energy, Inc. (“Progress”) expect to file with the Federal Energy
Regulatory Commission (“FERC”) on or about March 26, 2012, in Docket No. EC11-60-001
(the “Proposal”). DEC, PEC and Potomac may be referred to herein individually as a “Party”
and collectively as the “Parties.”

1. Scope of Services

A. Upon the occurrence of: (1) approval of the Proposal by the FERC without condition or
modification, or with conditions or modifications that are acceptable to each of the
Parties; (2) the closing of the merger between Duke and Progress; and (3) in the case of
the transmission set aside (if required by FERC), completion of the transmission projects
described in the Revised Mitigation Proposal, Potomac will provide independent and
impartial verification, monitoring, analysis and reporting on the compliance by DEC/PEC
with certain aspects of the Proposal (“Compliance Monitoring”), as detailed herein.

B. Said Compliance Monitoring shall consist of three tasks, set forth below, which apply to
compliance with the following two aspects of the Proposal: (1) the maintenance by
PEC/DEC of the executed Power Sales Agreements listed in Attachment A hereto
(“PSAs”) or substitute agreements which are materially the same as those PSAs
(“Substitute PSA”) submitted as part of the Proposal, during the period prior to the
completion of the transmission projects which comprise the permanent mitigation under
the Proposal; and (2) to the extent that the “transmission set-aside,” described in the
Proposal, is required by FERC, Applicants’ compliance with the transmission set-aside
requirements as described more fully in the Proposal and herein.
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C. The three tasks to be performed by Potomac are:

(1) From the date of the date of the closing of the merger until the date that the
transmission projects set forth in the Proposal are placed in service, Potomac shall
monitor whether the PSAs remain in effect. Within 30 days following the conclusion
of each winter and summer season (the winter season being defined as December,
January and February, and the summer season being defined as June, July and
August), prepare and provide to DEC/PEC and file with the FERC in Docket No.
EC11-60-001, a report stating whether or not DEC/PEC have maintained in the
preceding season the executed PSAs listed in Attachment A hereto, and, to the extent
there may have been incidents of alleged non-compliance, a description and analysis
of such incidents. To the extent that Potomac determines, pursuant to Section 1.C(2),
that DEC/PEC have entered into a Substitute PSA, Potomac shall note such
termination and the Substitute PSA in its report, but termination of the PSA shall not
be reported as an event of noncompliance.

(2) Should any of the PSAs listed in Attachment A be terminated by any of their parties
or otherwise expire before the transmission expansion projects set forth in the
Proposal are completed, Potomac shall determine whether or not DEC/PEC have
extended such PSAs or promptly entered into a Substitute PSA under the following
time frames:

a. For DEC prior to February 28, 2015.
i. If DEC’s PSA terminates during the summer or winter periods,

Potomac shall determine whether DEC has entered into a Substitute
PSA that is effective immediately upon the effective date of the
termination of the PSA.

ii. If DEC’s PSA terminates at any other time prior to February 28, 2015,
Potomac shall determine whether DEC has entered into a Substitute
PSA that will become effective in the summer or winter period
following the termination.

b. If the original DEC PSA or a Substitute PSA expires by its own terms on
February 28, 2015, Potomac shall determine whether DEC has extended such
PSA or entered into a Substitute PSA with an effective date commencing
June 1, 2015, but only to the extent that the transmission projects constituting
permanent mitigation have not been placed in service by June 1, 2015.
Potomac’s monitoring of such agreement from that point on shall be
consistent with the provisions of Section 1.C(2)a., until such time that the
transmission projects are placed in service.

c. For PEC prior to August 31, 2014.
i. If any of PEC’s PSAs terminates during the summer period, Potomac

shall determine whether PEC has entered into a Substitute PSA that is
effective immediately upon the effective date of the termination of the
PSA.

ii. If any of PEC’s PSAs terminates at any other time prior to
August 31, 2014, Potomac shall determine whether DEC has entered
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into a Substitute PSA that will become effective in the summer period
following the termination.

d. If the original PEC PSAs or Substitute PSAs expire by their own terms on
August 31, 2014, Potomac shall determine whether PEC has extended such
PSA or entered into a Substitute PSA with an effective date commencing
June 1, 2015, but only to the extent that the transmission projects constituting
permanent mitigation have not been placed in service by June 1, 2015.
Potomac’s monitoring of such agreement from that point on shall be
consistent with the provisions of Section 1.C(2)c., until such time that the
transmission projects are placed in service.

Potomac shall, within 30 days of any failure by DEC or PEC to extend the original
PSAs or enter into Substitute PSAs in accordance with the above time frames, file
with the FERC in Docket No. EC11-60-001, a report of the alleged non-compliance,
including a description and analysis of such incidents.

(3) To the extent FERC so requires, after all of the transmission expansion projects
described in the Proposal are completed, Potomac shall monitor and determine
whether DEC/PEC have maintained, during the Summer Off-Peak period only, a set
aside of 25 MW of import capacity on the DEC to PEC East interface that will not be
subject to firm reservations by DEC/PEC or their affiliates, by complying with the
restrictions on firm transmission reservations on said path described in Attachment A
hereto. Said “transmission set aside” is more fully described in Attachment A hereto.
Within 30 days of the end of each summer season, Potomac shall file with the FERC
in Docket No. EC11-60-001, a report stating whether or not DEC/PEC have complied
with this obligation, and to the extent there may have been incidents of alleged non-
compliance, a description and analysis of such incidents. DEC and PEC shall provide
to Potomac all summer off-peak firm transmission reservations made by DEC/PEC
on the DEC to PEC-East path.

D. In addition to the periodic reports set forth above, to the extent that Potomac believes at
any time that DEC/PEC are not in compliance with any of their obligations then being
monitored pursuant to this Agreement, Potomac will immediately inform DEC/PEC. If,
after discussing the circumstances with DEC/PEC, Potomac still believes that they are
not in compliance with their obligations, Potomac will promptly make a filing with the
FERC in Docket No. EC11-60-001 describing the alleged non-compliance and
surrounding circumstances.

E. Potomac shall simultaneously provide copies of any such reports or filings made pursuant
to Paragraphs 1.C.(1) (2) and (3) above to the North Carolina Utilities Commission
(“NCUC”) and the Public Service Commission of South Carolina (“PSCSC”).

F. In the course of preparing the reports set forth above, Potomac will take into
consideration actual system conditions at any given time as well as the information
reasonably available to the relevant DEC/PEC employees at that time.
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G. All confidential or proprietary information of the Applicants will be treated as
confidential by Potomac Economics, which will take steps to protect its confidentiality.
To the extent that the filings or reports prepared by Potomac pursuant to this Retention
Agreement may contain any proprietary, confidential or non-public data of DEC/PEC or
third parties, Potomac shall prepare both confidential (non-redacted) and public
(redacted) versions of said reports and shall file both with the FERC and the State
Commissions, and shall request confidential treatment by those agencies of the
confidential (non-redacted) versions.

2. Rights and Responsibilities of DEC/PEC

A. In addition to the information specified herein, DEC /PEC will provide Potomac with all
information reasonably requested by Potomac to perform its monitoring functions.

B. DEC/PEC shall supply Potomac with copies of each executed PSA no later than the
merger closing date, and shall supply Potomac with copies of any extended or substitute
PSAs within 48 hours after their execution.

C. DEC/PEC shall have the right to make responsive filings to any of the filings made by
Potomac hereunder.

3. Term and Termination

A. The term of this Retention Agreement shall begin on the date that the merger closes and
shall run until the date which is 90 days after the last date that DEC/PEC have mitigation
obligations which require Compliance Monitoring pursuant to the Proposal.

B. Notwithstanding the foregoing provision, DEC/PEC may terminate this Retention
Agreement at any time during its term immediately upon written notice in the event of
material breach by Potomac.

C. Any provisions that, by their nature, would survive termination of this Retention
Agreement, including, without limitation, provisions relating to a Party’s obligation to (i)
make payments for any amounts owed to the other Party and (ii) treat the other Party’s
data and processes as confidential, shall survive termination of this Retention Agreement.

4. Fees and Expenses

Work performed by Potomac shall be billed at the rates set forth in Attachment B hereto.

5. Miscellaneous Provisions

A. Potomac shall coordinate directly with one or more Monitoring Liaisons to be designated
by DEC/PEC. DEC/PEC shall each appoint a Monitoring Liaison no later than the
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merger close date. DEC/PEC shall have the right to designate substitute or replacement
Monitoring Liaisons upon providing prior written notice to Potomac.

B. Potomac represents that no principals or employees of Potomac have any present
engagements or other relationships that present a conflict of interest or other impediment
that would preclude Potomac from serving as the Monitor in accordance with the terms of
the Plan. Potomac will not enter into an engagement or other relationship that might
create such a conflict of interest or other such impediment, without the express written
consent of DEC/PEC.

C. This Retention Agreement, and the rights and obligations of the Parties, shall be
governed by the laws of the State of North Carolina, and any dispute relating to this
Retention Agreement, unless instituted at FERC, shall be instituted in the courts of the
State of North Carolina or of the United States in the State of North Carolina, and each
Party irrevocably submits, for itself and its property, to the exclusive jurisdiction of the
State of North Carolina or of the United States in the State of North Carolina.

D. This Retention Agreement is made solely for the benefit of the Parties and their
successors, and no other person shall have any rights, interest or claims hereunder or
otherwise be entitled to any benefits under or on account of this Retention Agreement as
third party beneficiaries or otherwise.

E. This Retention Agreement sets forth the entire agreement between the Parties with
respect to the subject matter hereof. This Retention Agreement supersedes all prior
agreements, whether oral or written, related to the subject matter of this Retention
Agreement.

F. Any amendment to this Retention Agreement shall be effective only if made in writing
and signed by the Parties. This Retention Agreement shall not be assigned to any third
party absent the written consent of all Parties.

G. This Retention Agreement may be executed by the Parties in multiple counterparts and
shall be effective as of the date set forth above when each Party shall have executed and
delivered a counterpart hereof, whether or not the same counterpart is executed and
delivered by each Party. When so executed and delivered, each such counterpart shall be
deemed an original and all such counterparts shall be deemed one and the same
document. Transmission of images of signed signature pages by facsimile, e-mail or
other electronic means shall have the same effect as the delivery of manually signed
documents in person.

Please confirm your acceptance of this Retention Agreement on behalf of yourself and Potomac
by executing and dating this letter and returning to us.

We look forward to working with you.
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ATTACHMENT A

Description of Initial Executed Power Sales Agreements

Pursuant to all initial executed PSAs, the product to be purchased and sold is capacity and
firm (LD) energy on a 24 x 7 must take basis. The Summer is defined as June 1 – August 31
and the Winter is defined as December 1 – February 28. Peak is Monday – Friday, 0700 –
2300, and Off-Peak is all other hours.

DEC (1 PSA)

Buyer is Cargill Power Markets, LLC
 150 MWs summer peak
 300 MWs summer off-peak
 25 MWs winter peak
 225 MWs winter off-peak

Term: Merger closing date through February 28, 2015.

PEC (3 PSAs)

Total quantity for all three PSAs is 325 MW peak and 500 MW off-peak (summer only).

Buyers are:
 EDF Trading North America, LLC -- 100 MWs peak and 100 MWs off-peak summer

only
 Morgan Stanley Capital Group, Inc. -- 125 MWs peak and 300 MWs off-peak summer

only.
 Cargill Power Markets, LLC -- 100 MWs peak and 100 MWs off-peak summer only.

Term: Merger closing date through August 31, 2014.

Description of Transmission Set Aside

If FERC so requires, after all of the transmission expansion projects described in the

Proposal are completed, then DEC/PEC will set aside 25 MW of import capacity on the DEC to

PEC East interface that will not be subject to firm reservations by DEC/PEC or their affiliates

during the Summer Off-Peak period. Specifically, the Applicants propose that, after the
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transmission expansion projects are completed, they will set aside 25 MW of import capacity on

the DEC to PEC East interface by complying with the following restrictions at all times during

the Summer Off-Peak period:

1. If new third party firm transmission reservations1 are greater than or equal to the 25 MW

set-aside amount, then the Applicants may reserve on a firm basis up to the posted

available firm transmission capacity.

2. If new third party firm transmission reservations are less than the 25 MW set-aside

amount, then the Applicants shall not reserve on a firm basis any more

than the amount of transmission capacity then posted as available on that path for that

time which exceeds: (a) 25 MW; less (b) the sum of all new firm third party transmission

reservations.

1 References to new third party firm transmission reservations in this paragraph do not include the amount of
existing third party firm reservations that have been made by third parties and that already have been allocated
to third parties under the Competitive Analysis Screen.
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